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DEPARTMENT OF COMMERCE
Bureau of Export Administration

 
National Defense Stockpile Market Impact Committee Request for 
Public Comments

AGENCY: Office of Strategic Industries and Economic Security, Bureau of 
Export Administration, U.S. Department of Commerce.

ACTION: Notice of request for public comments on the potential market 
impact of proposed disposals of excess commodities currently held in 
the National Defense Stockpile.

-----------------------------------------------------------------------

SUMMARY: This notice is to advise the public that the interagency 
National Defense Stockpile Market Impact Committee is seeking public 
comment on the potential market impact of Department of Defense 
proposed material disposals from the National Defense Stockpile under 
the Fiscal Year (FY) 1998 Annual Materials Plan (AMP) and revisions to 
the FY 1997 AMP.

DATES: Comments must be received by November 1, 1996.

ADDRESSES: Written comments (10 copies) should be sent to Richard V. 
Meyers, Co-Chair, Stockpile Market Impact Committee, Office of 
Strategic Industries and Economic Security, Room 3876, U.S. Department 
of Commerce, 14th Street and Constitution Avenue, N.W., Washington, 
D.C. 20230.

FOR FURTHER INFORMATION CONTACT: Richard V. Meyers, Office of Strategic 
Industries and Economic Security, U.S. Department of Commerce, (202) 
482-3634; or Richard Watkins, International Commodities Division, U.S. 
Department of State, (202) 647-2871; co-chairs of the National Defense 
Stockpile Market Impact Committee.

SUPPLEMENTARY INFORMATION: Under the authority of the Strategic and 
Critical Materials Stock Piling Act of 1979, as amended, (50 U.S.C. 98 
et seq.), the Department of Defense (as National Defense Stockpile 
Manager) maintains a stockpile of strategic and critical materials to 
supply the military, industrial, and essential civilian needs of the 
United States for national defense. Section 3314 of the Fiscal Year 
(FY) 1993 National Defense Authorization Act (NDAA) (50 U.S.C. 98h-1) 
formally established a Market Impact Committee (the Committee) to 
``advise the National Defense Stockpile Manager on the projected 
domestic and foreign economic effects of all acquisitions and disposals 
of materials from the stockpile *  *  *.'' The Committee must also 
balance market impact concerns with the statutory requirement to 
protect the Government against avoidable loss.
    The Committee is comprised of representatives from the Departments 
of Commerce, State, Agriculture, Defense, Energy, Interior, Treasury 



and the
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Federal Emergency Management Agency and is co-chaired by the 
Departments of Commerce and State. The FY 1993 NDAA directs the 
Committee to ``consult from time to time with representatives of 
producers, processors and consumers of the types of materials stored in 
the stockpile.''
    The Committee will soon begin its consideration of Defense)s 
proposed material disposals from the National Defense Stockpile under 
the FY 1998 Annual Materials Plan (AMP) and revisions to the FY 1997 
AMP. In order for the Committee to obtain sufficient information to 
prepare its recommendations to Defense, the Committee requests that 
interested parties provide comment on the potential market impact of 
disposals of the commodities identified below.
    The proposed maximum disposal quantity for each listed material is 
included. Please note that these quantities are not sales targets. They 
are only a statement of the proposed maximum disposal quantity of each 
material that may be sold in a particular fiscal year. The quantity of 
each material that will actually be offered for sale will depend on the 
market for the material at the time of the offering. It will also 
depend on the maximum disposal quantity of each material approved for 
disposal by the Congress.

                      Proposed Fiscal Year 1998 AMP                     
------------------------------------------------------------------------
                                                 Current FY             
                                                    1997     Proposed FY
            Material                 Units       (Effective      1998   
                                                  10-1-96)     Quantity 
                                                  Quantity              
------------------------------------------------------------------------
Aluminum Oxide, Abrasive.......  ST                   6,000        6,000
Aluminum Oxide, Fused Crude....  ST                  30,000       30,000
Analgesics.....................  AMALB                2,500        2,500
Antimony.......................  ST                   3,000        3,000
Asbestos (all types)...........  ST                  20,000       20,000
Bauxite, Metallurgical           LDT                600,000      600,000
 (Jamaican).                                                            
Bauxite, Metallurgical           LDT                300,000      300,000
 (Surinam).                                                             
Bauxite, Refractory............  LCT                 80,000       80,000
Beryl Ore......................  ST                   2,000        2,000
Bismuth........................  LB                 300,000      300,000
Cadmium........................  LB               1,200,000    1,200,000
Celestite......................  SDT                  3,600        3,600
Chromite, Chemical.............  SDT                100,000      100,000
Chromite, Metallurgical........  SDT                250,000      250,000
Chromite, Refractory...........  SDT                100,000      100,000
Chromium, Ferro................  ST                  25,000       50,000
Diamond, Bort..................  CT               1,000,000    1,000,000
Diamond Dies, Small PCS........  PC             ...........       25,473
Diamond Stone..................  CT               2,000,000    2,000,000
Fluorspar, Acid................  SDT                100,000      180,000
Fluorspar, Metallurgical.......  SDT                150,000       50,000
Graphite, Natural Malagasy.....  ST                   1,220        1,220
Iodine.........................  LB                 450,000      450,000
Jewel Bearings.................  PC              31,000,000   31,000,000
Kyanite........................  SDT                  1,200        1,200



Lead...........................  ST                  60,000       60,000
Manganese, Battery Grade         SDT                 60,000       20,000
 Natural.                                                               
Manganese, Battery Grade         SDT                  3,011        3,011
 Synthetic.                                                             
Manganese, Chemical Grade......  SDT                 40,000       40,000
Manganese, Ferro Alloys........  ST                  50,000       50,000
Manganese, Metal Electrolytic..  ST                   2,000        2,000
Manganese, Metallurgical Grade.  SDT                400,000      250,000
Mercury........................  FL                  20,000       20,000
Mica (All Types)...............                   2,260,000    2,260,000
Mica, Muscovite Block..........  LB                                     
Mica, Muscovite Film...........  LB                                     
Mica, Muscovite Splittings.....  LB                                     
Mica, Phlogopite Splittings....  LB                                     
Nickel.........................  ST                  10,000       10,000
Quinidine......................  Av Oz              200,000      750,000
Quinine........................  Av Oz              200,000      750,000
Sebacic Acid...................  LB               1,000,000    1,000,000
Silicon Carbide................  ST                   4,500        9,000
Silver (for coinage)...........  Tr Oz            9,000,000    9,000,000
Talc...........................  ST                   1,000        1,000
Thorium Nitrate................  LB               1,000,000    1,000,000
Tin............................  MT                  12,000       12,000
Vanadium Pentoxide.............  ST V                   200          200
Vegetable Tannin Extract,        LT                   5,000        7,500
 Chestnut.                                                              
Vegetable Tannin Extract,        LT                   5,000       10,000
 Quebrac..                                                              
Vegetable Tannin Extract,        LT                   5,000       10,000
 Wattle.                                                                
Zinc...........................  ST                  50,000       50,000
------------------------------------------------------------------------
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               Proposed Revisions to Fiscal Year 1997 AMP               
------------------------------------------------------------------------
                Material                        Units          Quantity 
------------------------------------------------------------------------
Chromium, Ferro........................  SDT                      35,000
Diamond Dies, Small PCs................  CT                       25,473
Fluorspar, Acid Grade..................  SDT                     180,000
Fluorspar, Metallurgical...............  SDT                      50,000
Quinidine..............................  Av Oz                   750,000
Quinine................................  Av Oz                   750,000
Silicone Carbide.......................  ST                        9,000
Vegetable Tannin Extract, Chestnut.....  LT                        7,500
Vegetable Tannin Extract, Quebrac......  LT                       10,000
Vegetable Tannin Extract, Wattle.......  LT                       10,000
------------------------------------------------------------------------

    The following list of new materials is presently under 
consideration by the Congress for disposal authority in both FY 1997 
and FY 1998. The Committee is seeking public comment on the potential 
market impact of the sale of these materials in the event that Congress 
does grant such disposal authority.



    Proposed New Material Disposal Authority for FY 1997 and FY 1998    
------------------------------------------------------------------------
                                                  FY 1997      FY 1998  
            Material                  Units       Quantity     Quantity 
------------------------------------------------------------------------
Aluminum........................  ST                 62,881       62,881
Cobalt..........................  LBCO            6,000,000    6,000,000
Columbium, Ferro................  LBCB               60,000      100,000
Germanium.......................  KG                  4,000        4,000
Indium..........................  TROZ               35,000       35,000
Palladium.......................  TROZ               15,000       15,000
Platinum........................  TROZ               10,000       10,000
Rubber..........................  LT                125,000      125,000
Tantalum Carbide Powder.........  LBTA                2,000        2,000
Tantalum Minerals...............  LBTA              100,000      100,000
Tantalum Oxide..................  LBTA               20,000       20,000
------------------------------------------------------------------------

    The Committee requests that interested parties provide written 
comments, supporting data and documentation, and any other relevant 
information on the potential market impact of the sale of any commodity 
in the above three lists. Although comments in response to this Notice 
must be received by November 1, 1996 to ensure full consideration by 
the Committee, interested parties are encouraged to submit additional 
comments and supporting information at any time thereafter to keep the 
Committee informed as to the market impact of the sale of the AMP 
commodities. Public comment is an important element of the Committee's 
market impact review process.
    Public comments received will be made available at the Department 
of Commerce for public inspection and copying. Material that is 
national security classified or business confidential will be exempted 
from public disclosure. Anyone submitting business confidential 
information should clearly identify the business confidential portion 
of the submission and also provide a non-confidential submission that 
can be placed in the public file. Communications from agencies of the 
United States Government will not be made available for public 
inspection.
    The public record concerning this notice will be maintained in the 
Bureau of Export Administration's Records Inspection Facility, Room 
4525, U.S. Department of Commerce, 14th Street and Constitution Avenue, 
NW, Washington, DC 20230, telephone (202) 482-5653. The records in this 
facility may be inspected and copied in accordance with the regulations 
published in Part 4 of Title 15 of the Code of Federal Regulations (15 
CFR 4.1 et seq.).
    Information about the inspection and copying of records at the 
facility may be obtained from Ms. Margaret Cornejo, the Bureau of 
Export Administration's Freedom of Information Officer, at the above 
address and telephone number.

    Dated: September 26, 1996.
John A. Richards,
Deputy Assistant Secretary for Strategic Industries and Economic 
Security.
[FR Doc. 96-25156 Filed 10-1-96; 8:45 am]
BILLING CODE 3510-DT-P
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FOR IMMEDIATE RELEASE Contact: ~ Eugene Cottilli

October 2, 1996 Susan Hofer
BXA-96 -24 (202) 482-2721

COMMERCE/STATE JOINT COMMITTEE
REQUESTS PUBLIC COMMENT ON THE POTENTIAL MARKET IMPACT

OF PROPOSED STOCKPILE MATERIAL SALES

(WASHINGTON) - The National Defense Stockpile Market Impact Committee (the Committee),
co-chaired by the Departments of Commerce and State, today published a Fede ral Register Notice

(61 FR 51403, October 2, 1996) seeking public comment on the market impact of the Department
of Defense’s (DOD) proposed sale of excess materials from the National Defense Stockpile.

The Committee provides advice to DOD on the projected domestic and foreign economic
effects of all acquisitions and disposals of materials from the Stockpile that are to be included in
an Annual Matecials Plan (AMP). The AMP must be approved by Congress. The Committee is
now considering DOD’s proposed FY 1998 AMP and revisions to the FY 1997 AMP. Public
comment on these proposals, reprinted below, must be received by November 1, 1996 for the
Committee to filly consider them as it reviews the proposed AMP.

Under the authority of the Strategic and Critical Materials Stock Piling Act, as amended,
DOD maintains a stockpile of strategic and critical materials to supply the military, industrial, and
essential civilian needs of the United States for national defense. In selling and acquiring
Stockpile materials, DOD has a statutoty obligation to refrain from causing undue market
disruptio~ while at the same time protecting the U. S. Government against avoidable loss.

Included with the AMP listing of materials below are the proposed maximum disposal
quantities for each material. These quantities are not sales target disposal quantities. They are
only a statement of the proposed maximum quantity of each material that can be sold during a
particular fiscal year. The quantity of each material that will actually be offered for sale will
depend on the market for the material at the time as well as on the quantity of material approved
for disposal by the Congress.

A!so reprinted below is a list of new materials presently under consideration by the
Congress for disposal authority in both FY 1997 and FY 1998. The Committee is seeking public
comment on the potential market impact of the sale of these materials in the event that Congress
does grant such disposal authority.

- more -
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To obtain a copy o~ or more information about, the Fede ral Re~istw Notice, please

contact either Richard V. Meyers, Office of Strategic Industries and Economic Security, U.S.
Department of Commerce, Tel. (202) 482-3634 or FAX (202) 482-5650; or Richard Watkins,
International Commodities Division, U.S. Department of State, Tel. (202) 647-2871 or FAX
(202) 647-8758; co-chairs of the National Defense Stockpile Market Impact Committee).
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PROPOSED FISCAL YEAR 1998 AMP

FIaferial

Aluminum Oxide, Abrasive
Aluminum Oxide, Fused Crude
Analgesics
Antimony
Asbestos (all types)
Bauxite, Metallurgical (Jamaican)
Bauxite, Metallurgical (Surinam)
Bauxite, Refractory
Beryl Ore
Bismuth
Cadmium
Celestite
Chromite, Chemical
Chromite, Metallurgical
Chromite, Refractory
Chromium, Ferro
Diamond, Bert
Diamond Dies, Small PCS
Diamond Stone
Fluorspar, Acid
Fluorspar, Metallurgical
Graphite, Natural Malagasy
Iodine
Jewel Bearings
Kyanite
Lead
Manganese, Battery Grade Natural
Manganese, Battery Grade Synthetic
Manganese, Chemical Grade
Manganese, Ferro Alloys
Manganese, Metal Electrolytic
Manganese, Metallurgical Grade
Mercury
Mica (All Types)

Mica, Muscovite Block
Mica, Muscovite Film
Mica, Muscovite Splittings
Mica, Phlogopite Splittings

Nickel
Quinidine
Quinine
Sebacic Acid

‘b Silicon Carbide

ST
ST
AMA-LB
ST
ST
LDT
LDT
LCT
ST
LB
LB
SDT
SDT
SDT
SDT
ST
CT
Pc
CT
SDT
SDT
ST
LB
Pc
SDT
ST
SDT
SDT
SDT
ST
ST
SDT
FL

LB
LB
LB
LB
ST
Av OZ
Av OZ
LB
ST

Current Proposed
FY 1997 FY 1998

[Effective 10-1-96)

Quantitv Ouantitv

6,000 6,000
30,000 30,000
2,500 2,500
3,000 3,000

20,000 20,000
600,000 600,000
300,000 300,000
80,000 80,000
2,000 2,000

300,000 300,000
1,200,000 1,200,000

3,600 3,600
100,000 100,000
250,000 250,000
100,000 100,000
25,000 50,000

1,000,000 1,000,000
25,473

2,000,000 2,000,000
100,000 180,000
150,000 50,000

1,220 1,220
450,000 450,000

31,000,000 31,000,000
1,200 1,200

60,000 60,000
60,000 20,000
3,011 3,011

40,000 40,000
50,000 50,000
2,000 2,000

400,000 250,000
20,000 20,000

2,260,000 2,260,000

10,000 10,000
200,000 750,000
200,000 750,000

1,000,000 1,000,000
4,500 9,000



Silver (for coinage) Tr Oz 9,000,000 9,000,000
Talc ST 1,000 1,000

Thorium Nitrate LB 1,000,000 1,000,000

Tin MT 12,000 12,000

Vanadium Pentoxide ST V 200 200
Vegetable Tannin Extract, Chestnut LT 5,000 7,500

Vegetable Tannin Extract, Quebrac. LT 5,000 10,000

Vegetable Tannin Extract, Wattle LT 5,000 10,000

Zinc ST , 50,000 50,000

PROPOSED REVISIONS TO FISCAL YEAR 1997 AMP

Mate rial ~ Ouantitv

Chromium, FerrO SDT 35,000
Diamond Dies, Small Pcs CT 25,473

Fluorspar, Acid Grade SDT 180,000
Fluorspar, Metallurgical SDT 50,000

Quinidine Av OZ 750,000

Quinine Av OZ 750,000

Silicone Carbide ST 9,000
Vegetable Tannin Extract, Chestnut LT 7,500

Vegetable Tannin Extract, Quebrac. LT 10,000
Vegetable Tannin Extract, Wattle LT 10,000

PROPOSED NEW MATERIAL DISPOSAL AUTHORITY FOR FY 1997 AND FY 1998

Aluminum
Cobalt
Columium, Ferro
Germanium
Iridium
Palladium
Platinum
Rubber
Tantalum Carbide Powder
Tantalum Minerals
Tantalum Oxide

ST
LBCO
LBCB
KG
TROZ
TROZ
TROZ
LT
LBTA
LBTA
LBTA

FY 1997
Quantity

62,881
6,000,000

60,000
4,000

35,000
15,000
10,000

125,000
2,000

100,000
20,000

FY 1998
Quantitv

62,881
6,000,000

100,000
4,000

35,000
1,000

10,000
125,000

2,000
100,000
20,000

u
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/IUTEI@TAR MINING GROUP /mc.
9UITE 1240 . 70 YORK STREET - TORONTO ● 0NTAr410 . CA NAOA . M5J 1S9

Telephone (4 16)36t3.4AAo . Telecopier 14161 136s-1s82

llAI’E : 21 October 1996—.-... —..-.—.—

‘1%~1%$~~~ MESSAGE--------.-. .-- ——..

“~o: MR. RICHARD MEYERS ; MARKET IMPACT COKMITTEE ; STOCKPILE SALES.-..— ..-...... ........-,..— ............ .
Department of Commerce; BXA/OIRA; ROom H3876—.,..— —--- .. —“... ....——

YOU]”FAX NO. : 202-482-5650-...-, -, -,.,.— .,-—-—

INTERSTAR FAX NO. : 416-865-1382 (Phone : 416-368-4440)_...——.. .---- ..-. --—— —.

REF: Market Impact commi-~tee; M@n~anese ~re & Al~QY_~t~—.- - .— Sales

NUMBER OF I’AGES (including ~lli.s Cover sIIc~~] : 2,. .—

TRANSMI’T”rAJ.BY: s- Donald Moore, President.—---- —- -. .,,.— —

Gentlemen:

This representation is in reference to the proposed stockpile
sal 3s of up to 280,000 tonnes of manganese ore, plus
fe~romanganese, Into established markets.

Int!?rStar Mining’s exclusive business is the mining and
trznsport of manganese ore to world markets from a renote
dez:~sit in northeastern Burkina Faso. InterStar’s
op~.cations are the primary, even exclusive, economic
activity in this largely undeveloped region. Our mine
supports considerable local employment and is instrum~.ntal
in fostering improvements in the region’s presently
primitive transportation infrastructure. Without our
support of the road and railway system, other local
economic activity, primarily subsistence agriculture z.nd
livestock production, would be seriously disadvantagecl.

The United States is a relatively minor market for
manganese ore- The proposed stockpile sales will
impact upon Atlantic Basin markets in competition with
InterStarls recently inaugurated Burkina Faso mining
activity. The proposed stockpile sales will directly
compete with, and substantially damage~ several Third
World economies (including Brazil and Gabon).

Substantial additional global manganese market impact
particulars can readily be provided to the Committee.

With the current worldwide manganese and alloy markets
generally weak and price-depressed~ the PrOPOsal is certainlY
not timely. The foreseeable Treasury proceeds fr’om the
current disposal Of this strategic resource will ‘be~odest
indeed.

It is respectfully suggested that the Market Impact.

. ../2 “
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Market Impact Conunittee/21 October 1996

Committee reconsider these proposals in -the light of
their deleterious effect on several developing
economies and the indicated modest financial returns.

Yours very truly,

s.
President.

I
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SAVAGE
SAVAGE ZINC,INC.

P.o.Box1104
CLARKSWLLE,TN 37041.1104

TELEPHONE615.552.4200

FACSIMILE615,552-0471

October 18, 1996

Mr. Richard V. Meyers, Co-Chair
Stockpile Market Impact Committee
Office of Strategic Industries and Economic Security
Room 3876, U. S. Department of Commerce
14th Street and Constitution Avenue, N.W.
Washingto~ DC 20230

Dear Mr. Meyers:

I wish to comment on the proposed disposal of zinc and germanium from the National
Defense Stockpile under the FY 1998 Annual Materials Plan (AMP) and revisions to the
FY 1997 AMP.

--

Savage Zinc has consistently requested that 35,000 to 40,000 tons of zinc be sold from the
stockpile irregardless of market conditions. Sales of this magnitude will not disrupt a
market of 1.1 million tons per year. Selling at this rate would have disposed of the
stockpile in ten years. To date sales have been much less with little benefit to anyone. I
urge you to tell the market what your intentions are and then do it.

Germanium

Sales of 4,000 kg of germanium per year at today’s prices are clearly in the best interest of
U.S. taxpayers, of whom I am one. Please get on with the program before the price goes
down.

S$cerely,

David Rice
President and CEO



31/10 ’96 16:05 s61 6 272 5736

~~ DEPARTMENTOFPRIMARYINDUSTRIESAND ENERGY
~ COALANDMINERALINDUSTRIESDIVISIONGPOBox858CanberraACT 2601AUSTRALIA

Edmund13artonBuildlng13artonACT2600

Richard V. Meyers
Co-Chair
Stockpile Market Impact Committee,
Office of Strategic Industries and Economic Security
Room 3876
U.S. Departrmd of Commerce
14th Street and Constitution Avenue
N.W. WASHINGTON D.C. 20230

Dear Mr Meyers

I wish to respond to the invitation to provide cmnment to the National
Defense Stockpile Market Impact Committee on the market impact of the
proposed sale of tantaharn from the United States Defense Logistics Agency
stockpile of excess materials.

Australia considers that restricting releases of all tantalum (Ta) producl
forms to releases of around 100,000 lbs each year would achievcf the objective
under the Defence Authorisation Bill of preventing undue market
disruption from DLA sales.

The tantalum market has moved broadly into balance during 1996, with
world supply and consumption of around 2.6 milJion lbs. There has been no
significant growth in Ta demand since 1980 although several demand peaks
have occurred, most recently in 1995 as a result of growth in the electronics
industry. Should this growth be sustained, the world Ta market could absorb
DLA releases of around 100,000 Ibs each year, representing 3%-4% of supply,
with relatively minor disruption to the world market and to Australian
investment in new long term tantalum resm.rces,

Australia is the world’s largest pxoducer of tantalum, most from a hardmck
resource, accounting for around 50% of world new mine production in 1995.
Australia supplies around 26% of US tantalum imports.

Australia’s request could be readily accommodated within the authorisation
under Section 3302 of the Defence Authorisation Bill (DAB) for the release of
up to 796,000 lbs of tantalum in the seven year period to 2003.

—-
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--
Of great concern to Australia is the authorisation under Section 3303 of the
DAB brtierelease ofuptol,895,326 lbsof Tati*e9ye~sto2OO5. The
reIease of this amount of tantalum would, in our view, cause significant
disruption to the markets of producers, processors and consumers.

Attached is supporting information on the Australian industry and on the
world tantalum market.

YourssincereIy,

Don B&field
Assistant Secretary
Minerals Branch

Eric/ Attachment 1: Australian Tantalum Industry
Attachment 2 Paper by John Lindum entitled “Tantalum

Raw Material SuppIy” presented to the
Tantalum Producers International Study
Centre (TIC) Conference in Goslar in 1995.



31/10 ’96 16:05 s81 6 272 5736 MINERALSBllMCB

Attachment 1

Australian Tantalum Industry

Australia’s Gwalia Consolidated Ltd is the world’s Iargest producer of tantalite
concentrate. Gwalia owns and operates the Greenbushes tin/ tantahrn deposit
and the Wodgina deposit in Weqtern Australia and is in the process of exploring
for and developing new resources.

After 10 years of declining Tantalum production (as a by-product from tin
mining and smelting), Gwalia made a significant invesment in developing long
term production of tantahun from a hard rock resource. This investment was
undertaken to enable GwaIia to enter into long term contracta and to help
stabilise primary production of TantaIum.

Gwalia produces annually some 600,000 lbs Ta accounting for around 25% of total
world producdort and around 50% of world mine production.

GwaIia has long term export contracts with processors in the United States and
Germany. It has forecast mill production at its Greenbushes plant to increaae by
around 5% per annum. DLA releaaes well in excess of 100,0001bsper year would
adversely impact on future contract prices for this additional production and
jeopardise the bringing on stream of new production capacity.

Dcvr4cpmen&

After several years (1992-1995) when consumption outstripped supply, the
tantalum market has moved broadly into balance during 1996.

There has been no significant growth in Tantalum demand since 1980 which has
varied from a low of 2 million lbs to a high of 2.6 rd.lion lbs. There was a surge
in demand in the tit half of 1995 related to growth in the electronics industry.
Existing production and other Ta sources are able to meet current world demand
of around 2.6 rndhon lbs with the capacity tomeetsomeincreaseindemand
growth.

Tantalum is a hard white metal highly resistant to heat and acids. Australia
produces tantalite, a heavy black mineral containing around 78% tantalum by
weight. Tantalite (used for tantalum production) is produced from both primary
ore and as a by-product of tin smelting.

Tantalum’s main end use is in the clcctxolytk capacitor industry and around SOY.
of all tantalum is consumed by electronics applications, Global demand for
tantalum concentrates is primarily driven by the use of tantalum capacitors in
hand-held electrical items, such as mobile phones, video cameras and lap top
computers. Alurniniurn and ceramics in capacitors, silicon, germanium and
selenium in rectifiers and zirconium and titanium in electronic tubes are
examples of substitutes for tantalum in particular applications.

#oo4

I‘3
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TANTALUMRAWMATERIALSWPPLY

,.

JohnLinden

Gwalia Consolidated Ltd ~
16 Parliament Pl~ West Perth

Western Australia 6005 ..

ThntaIum raw material supply and availabili~ has undergone signW.ant
changes over the past seven yam since the last time I addressed this subjea
in Orlando in 1988.

The changes that have dwelopd include arI almoat elimination of
tantalum beting tin slags as a by-product from tin smelting eperatio~ the
development of significantnew hard rock primary tantalite minas in
AustraU& the significant increase in reqcling of tantdm uM6 by the
processing industry and the changes in the supply and demand balance in
the CiS and China,

Supply @m unsophisticated operations in AMoa and Emil is diilkult
to quantity but is a significant proportion of total supply to processors.

Inventories of kxw grade slags and @Jetic oouoantrates amdnue t~
make up the p~ary supply and demaxd imbalanca

.
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Tantalum suppIy h baen in excess of demand for tk majority of the past 20 years,
@ @@fkant exception being in 1980 when a perceived shortage lead to a re&lpri~
rn~ ~lting in * sign&ant ~r=supply for tbe next 10 years.

Tantalum demand has been remarkably consistentand steady ovet a bg pefid of
time with no reaI growth in demand since 1980. IWtuaticina in dezrmd due to world
ecunomio oondidons have generally seen demand ~ from a low of 20 m lbs Ta to a
high of 2.6 m lbs of Ta in all end product tinns-

Peaks in demand occurred h 19S0, 19$4, 1988 and now 1995.

‘l%e supply side ef tantalum has gone through major structural ohanges during this
period and it is necesary to understand the reasons for these changes.

l%uliffordy tantalite has been produced as a by-product or ~product tiom tin
ndrdng and tin smelting and as a collector mineral from a large number of diverse
small operators in developing countries.

Until relatively recently, there was no dedicated capital invested in primary
production inhastructure and no large mining companies were involved in the
business.

This situation axisted unti[ 1990 when, as a result of 10 years of declining tantalum
production as a by-product tlorn tin mining ad smeltin~ a significant capital
expenditure was undertaken by GwaUa to ensure a lcmg tmn base lead production of
tantalum from a large hardrock resource.

This commitment to capital expenditure was able to be undertaken because Gwalia,
together with two of the major processora, entered into long term contracts to
underwrite the development and stabilise the primary production side of the ind~try.

The strategy adopted has been SUHW, with tantalum raw material prices
remaining remarkably stable during the past 5 years.

The tantalum indus~ has seen a surge in demand during the h half of 1995
related to the growth in the ekotronks industry. The extra demand raqulrod by this
industry is now working its way down the supply line to the raw material produoem
Additional production capacity will IJeed to be brought on stream during the next
several years if this dem~d increaae is sustained.
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PROCESSOR DEMAND

D-and tir tantalum units is recorded and published by the TIC as 2antidum industry
statidcs on a quarterly basis. “13estatisticsfor demand are oimeidered reliable and
reflect rcalussga bewscldlp~ s arc members of the TIC and rqmrt
shipments of finished prodw%sto cus@mers.

The consensus atneq all reporting companies is that totzd TIC rcpo* p==aor
shipment atatisdcs now accurately mfkct the industry demand.

lhe prooe#aor $hiprnents are reported in Ibs Ta metal cantent in wwfaus produ~
categories

Pm=aaor shipmenZs are reported in 1994 to be 23 million lbs Ta and slipmerxs fbr
l~m-ti~upshq~atZ6mMTa.

W&fkJthere is sane chance thatprocessor sbfpments may inwrpora.te someend user
and pipeline inwntmy build-ups or rundown, the @ures p~nted in this papr
refiect reasonably the actual supply and demand relationship fix the indq hn
1993 w) 199s.

\--

-----

Tabla 1
, Processor Shipmen*

MO’sIbsTa

f

1993 1994 I,!MWi(e)

TGO&TaF, 288 140 214

TaC 218 255 313

Ta Powder 1,039 1,086 1,184

Mill Product 37s 430 460

Ingot Metal 358 332 380

, Totals &278 2J51

‘l’he higher TqO&TaF, shipsnerIts in 1993 includes deliveries to the Deface
imgistics Ageney in the USA under their poeurement pgratnme.

The 199!5sstisnatoe are arriwd at ~ armualisin~ the ~ quarter’s TIC statistics. @
indi=tions &om second quarter danan~ this estimate is expwted to be on ,tic low or
conse~athm side fix the year.

sinoe W93 two prooesaors in China and one in &acbat.an have become members of
the TIC arid the Chinese compenieB are reporting both Processor R.e=ipts and
Shipmente.
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‘I%e I.nduatxyDemand of 2.3 m lb Ta in 1994 is estimated to be divided among the
pr@ea@m aaxmihg @ Table Z China and counties of the CIS him been 8xhdod
because reliable data for domesdc otmsumptionin those couattks is not availabk
The market shares of the carbide and @ P~I@ ~*g~ri* ~e r~n*lY Wefi-—
defied-with industry experts estimating the p&vderLmode =d melt stock categories.

Table 2

oows M Tk

koccs60r

Iicstarck

Cabot

VMc / Phnsee

Thai Tantalum

China

Metahrg

Treibacher

Mitsui

Ulba

PowkrJ
Aaode

400

600

50

36

TotaI I 1,086

Mill
I

Mdt
I

Carbide
Product stock Wide/Kz

I i

1s0 UC)

tio 130

100 52

30 30

430 I 332

250

30

50

6S

395

Totil

9X)

Wo

ls2

50

36

30

50

6s

60

&243

Tantium raw ntatetials are processed by $tarck, Cabot and Thai Tantalum into
&TaF7 and Ta metal powders and Mctallurg and Mit@ have small tantalum oxide
productiml facilities.

--
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PROCESSOR RECEIPTS

Prooessorrecdptsarerecordedbytbe TIC su@dcaIand include incoming Ta uniis by
al! p~ rs ‘I%* categories reported cover &o primzuy raw matdals SU* as
tantaiite cancentra~ ctlumbf~, struve~ tin siags and sjmthetic ancentratcs and
seoonday materials hcluding reqd~ wrap, w-du~ tantalum pentoxide, K-salt aud
metal produc&

The TIC statistics for these redpts have oniy become re.hbie in the past 12 months
w“th ptfor years incorporating maqy mkeportiugs and inaecuraciea.

The * and cheapest units avaiiabie to the pnxessing industry are rooycle materials
generated intemdiy during procdn~ tiIlowed closely by scrap ip=emti w *er
sections of tantaium manuhctudng industries and returned to processors as part of
new dulivery cantrac@

Ta units are generatad by ail prowsors in thc uormai come of production of various
tantalum products, Theso units are reqcicd rntefnaliy to cariier pak of the prm
stream and add to avaiiable input units fir new product procitxtion.

In adciitio~ scraps and residues are generated hn other produot manufacturers such
as capacitor producers, superalloy pmduceti end hard metal scrap reprooessors-

It is estimated that approximately 2s% of processor shipments are ratumed as reqde
raw matnrial input to processors,

The next most available Ta unitsto processorsare the K.salt and oxides derived from
China and the CIS from either convemion contracts or saie.

The convemion of struverite sourced in Maiaysia and Thailand by Chinese processors
has been going on br some time andcantinues to add to the p~or supply base.

Recpie Materiak ● FrocussorInternal
● scrap R&urns
● Residues

Secundiuy Materials: ● TaJIJ&TaP+Metal

Mimary Materiak ● Timslags
* Colurnbite&rUW’ite
* Tantalite Qxtccntrates

Inventoried ● WrPStoclcs.
● Syntktk Qmcentrates



.-

31/10 ’96 16:26 ~01 8 272 5736 MINERALS BRANCH L!\~qg-~ Qloo2
29(10’96m 17:17FAX618 4811271 GWALIA 1! IZIO08

5

Rocasaors source tantalumeantaining raw materials based on the lowest cost
Under mmnal cimumstsn ~ cat of raw materials to processom increases as the
tantalum czmtant of the srardngmaterial deereawh

I Recycle

I scrap
Irlemasing I Secondq Makri#s

cost I 0hrnbit4Strtworitc

I ‘l-ii slagS

I Alluvial Tantalitas

I SJ4Mic CmX@rates
i F?ard R& Tan@*

From Recycle and Secondaty Materhtb

Prwxssor demand is all measured in units of Ta containod in producL P~r
mce~ Imwever, come as units of Ta in recycle and acmndary mat@als and units of
Tt@f in pti~ - mat.erhk

The receipts in the form @fTa can generally be incorporated into other products
without significantprocdllg losses.

Primary tantalizes and tin slags come in the fcmn of TsQ and inmrporate a
prmx$&g loss ud recweq’ faokwwhich is assumed to be 9S%.-

Table 3
Processor Receipts . From Reeycle and Secondary Matarlds

?roceswr Demand

h

Reqcle -
Capacitor Powkr Swap
Mill Product scrap
Reaiduc (Hard Metal)

hltcnnediates ●

K-salt China
Gdde China
Oxide Russia
(hide Brazil

TotaI

Rquird km primary %HCU6
Equivalent to

unit
Ta

Ta
Ta
Ta

Ta
Ta
Ta
Ta

3993 ‘

Z278

240
60

‘ 100

50
so
50
50

600

1,678
2,148

1994

2t243

240
70

120

50
50
80
60

670

1$73
24X3

2351

250

1:
50
30
50
80

660

1.891
~420
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Fhxn Primary hi8&xhIs

Receipts of tantdun mw matcriak should be divided into thase with >10% 1’%04
which can beusedindircc$fccd tosolvent~ - n plsnts and those with leas than
10% T@$ but mere than 2% T~O$ which need to be smelted to ibrm 8 synthetic
mncenm.

The direct feed raw materials orinsistof tantalite ccm=trates, cdumbb, high grade
tin slags and syntbtlc ooneatrates.

The fuid for synthetic ccmccntrateproduction consists essentially of low grade tin
ahgs containing less thau 10% T+O~ and struverites containing less than IS% Ts&.

A-ble production statistics do not sparate betwma direct feed and hmv grade
sIags so the infinmation must be obtained &ora vwicmsmuntries’ import and export
statistics.

.

Table 4
Processor Receipts - From Ptimary Ma_”ah (>10%} T+OJ

000% N)s Ta#~

1994 1995e

Requ!rcd from Primwy Sources 2J48 3013 3420
I

~

Alma 2s0 220 200

Australia 540 590 700

Brazil 130 fis 150

Canada 40 44) 50

China 30 90 20

Kazachwn 10 17 20

Thailand 160 200 200

Other 50 50 50

Total R@Oipbi 1,210 1362 1,390

Required from IrIvontory 938 651 1,030

7

.

A
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~mhventories

Symhetic tantalum concentrates are produced by Starck at their Laufenbe%
operat.kms and can be produced by Merallurg at Wcisfaller, both in Germany.

The synthetic concentrete$ are produced fkom low grade tantalum coxMainh.&tin slags
and Str’UVeIiteSCOntXlhl@tim 2 to 15% TaQ5

The two stage smelting process produces a tantalite cOrmirdng a mimimurn25%
T~O~ which is then used as normal feed to the solvent extraction pr0ce5S.

h’OCktiOIlof synthetic cormnuates is contribu~ some 500,0tH)-700,000 b T~O$
~r annum to processor receipts. The production capacity h limited by the size of the
operating furnacesend by the $rade and availability of the low gmde slags required as

Current production of low grade tantalum containing tin slags has stopped in the
M@@~ smelters because of the unadkhilhy of tie ~~1~ cofi~~nfZ tin
concentrates,

Productionof ~thetic concentratescontinues from previously producod and
stockpiled quantities of low grade tin slags.

Identified zesources of low grade tin slags include:

1. Suaits Trading Company, Malaysia

20,000tonne of 3.0% TzO$ containing 1.3 m lbs T~O$
20,000 tonne of 2.o% TaJ)~ containing 0.8 m lbs TsQ

40,000 tonne of 1.8% TaZC)3containing 1.6 m lbs Ta@s

3. Processor Inventories

10,000tonne @ 3.5%Ta@~ contahdng 0.75m lb T%O~

The issuesinvolved in production of synthetic concmtrates are essendaW $~~~

AS IOWSTand lower grades of tantalum ccmtainingtin slags need to be processwl the
tantalum recovery decreases and the energy consumption increases per unit of
production.

Production capadty of existing facilities also becomes an issue.
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Prodwti* of low grade tantalum containingtin slagsDowoccuxsonly in hazil fiwm
* ~D~~t@M mined by Paranapanema at the Pitiaga deposit and smekcd at
company cwmed kilities in Sao Palo.

Table S
~r Receipts ● From Invantmy Reduction

000%Ibs Ta#~

1

Rquired km Iwentmy I
938 651 1,030

r.sa!s

Synthetic tincentrates 500

II

600 700.

bventmy Reduction 43a 51 330
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TAN’TALWMRAW MATERIAL SUFFLY

The T’E primary production stadstica have been understating the pxxhx%on and
availability of tantalite mv materials for tie pact W ye~.

While the statistics irdnde production numbers ~m all produuw membem of the
TI~ tha problem is that a large pereewage of production comes h non-m~bem~

SpecWoaUy, the produetianhornMean countriescollectedfrom a large number of
small Produocm and add to traders is not fnchxkd in the TIC productionstatistics.

I%e aamo is truefix a proportionof the production &om Brazil and alao for Thailand
and Malaysia for material sent to Chinafor txmversion.

Tkntalum rsw material supply comes from re@G intermediates, new mine
production.syntheticconcentrates and Jnventmy drmwknm.

~MJe 6 SMVS k rekivcccmtrlbutionaof the different sources t6 the total supply

--

Contributions from reqcle has been reasonably stable but is scheduled for a
signiiioant hmrease with the establishment of residue pond ~cIiig hflities by major

~~’

Theac residue reqcle operationshave the potential to supply horn 200,000 to 400,000
lbs Tz per annum for the neat S years.

Intormedirtte products are likely to amtinue to increase but probably at the expense
of concentrate expmts or only as a result of increased conversion business.

Synthetic concentrate productkm will continue to be a major eontibumr to the supply
base while low grade slags and dcr rawmaterialsremainavailable,

With current p~udon of these products reducin~ synthetic concatraws are now
being produced horn inwntoried low grade slags.

New mine production is increasing and vdll continue to increase to meet the
wufrwmmta of the processing rndusny. AS the qasiest to mine alluvial deposits are
worked oug the industry has developed more hard rock ~r- of tantalitc.

The Tanco mine in Canada was the first deveiopmen~ fol$owcd by Metallurg’s
operatbn in Brad. PanWest invested new capital in a hard rock pro@A.ng plant in
Australia in 1988 and Greenbushes fallowed with its major expansion in 1992.

Sin* then, onIy Ethiopia has establhhed new production capady on a pilot plant
basis.



(

‘r&Me6

10

Tsmtxhun Tottd -y
-8S lb T~O~ Content

II Inkr-
Crntoy Recyck mediates

==Tt
Afika I I

#

SlhAmfxka 1 80

china (Bsporq 60

Total I 5(M
I

260

From bw GradeSlag kwen~

Plfmm’y Pro&Bctioo I I I Potf!atial

Concen=
trates

600

50

m
50

150

10

50

1110

Symthdic
‘rim concentrates

Shags other

100

100 so
50 250

3m

Capacity
3-SYrs

8s0

350

700**

230 350

500* 760 760*”*

100 200

130 100

200 100 500 2,670 3,610

“o W$lincre=by 200,000\b&from 1997fkomPtoceumrs’ residue poods.

*** WI decrease when law Grmk Slags mn out@r Synthetic ConcentrateProduction
Pete@-al capacity is subject to Capital Expenditure
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TantalumMineProduction

Africa ACtUai25&0001MTAO$ Capaci&335,0001bs T~Os

Taatah is pVXhXd horn low- dhti?d and ehvid - opCratiOXISh ~w=k,
Btmmdi, Zaire, Zimbabweand Nigeria and fromhardrookmininginEthiopi& Zaire
and South AMGL

It is dif6cuIt to tell where the material is actaally pmduoed because it will be
~ed across borders aad exported ibrn whicheveroourmy has the beat aoccss.

The material is tmlketed by tradera and sold to nxajerp~rs. me main trading
campanies are A & M Metals and Sogem.

Prod-bon statistics show annual total production at some lSO,WO to 200,000 MM
depending on politics, riots and weather conditions. The resour= base is large and
muld sustain higher production levds if iavestmcnt w fixthooming.

Be~een Ciwalia and PanWest Tantalum, annual #u@ion is running at
approximately 7W,000 lbs Ta@~ per annum in con~ntrates and high grade tin slags.
There are a number of other potential resourws that could be devekped if prices
justicd the development costs.

Brazil ktud 2.S0,000lbs Ta+3~ Capaci@ 350,000 Ibs T~OS

Tbe MetaIlurg owned Mibra mine produces 80,000 lbs T~05 perannum in the form
of tantalite wwentrates and !50,000lbs per annum in the form of high grade tin slags.
(3arimper0 activi~ contributes a fbrthr 100,000 lbs. A signi5cant part of Metallurg’s
prduotion is further processed in Brazil and exported as the odd=

The potential af Brazil is probably a sustainable 300,000 NWT~Oj per annum.

ParaoapanertM produces a tin slag and mixed ccdumbite concun@aw both with low
Ta@5 and high mdioactivity. Total aormal preduetion oontaina some 100,000 lbs of
T%O1 which is ourrently not being uswl and is uneconomic and therefore not
iduded in current pa-oductienstatistics. ,

The Tanco mine mmed by Gbot is currently producing only from taiiiigs at 40,000
Ib$ T~05 per ammm.

When mine production starts up again, sustainable production will be at the rate of
200,000 to 250,000 lbs per annum for a period of 5w1Oyeara.
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Melayaia ti50,t)001bs Ta+3~ ~ci~SO#OO1bs’f’@S

here is no current on-going producden of 3% T%C)Stin slags due to a decline in the
MaIaysian tin industry, # the depletion of current low grade slag stockpiles, afi-
going fd for Stamk’s Imfenberg qrkthotie eanoentrate production may beemc a
probIem unless the high radioaotfvi?yslags in BraZl can ba ut.ihed.

Struvdte is dl producd from the retreating of Amangat an annual rate estimated
at 50,000 lbs of ~o~ per Snaum.

‘rhailard Actual 1S0$)00lbs TxO, Cap@@ 2s0,000 lbs Ta@~

Tludland produces mturd tantditc concentmtas fnxn some smaIl primary dries as
wdl as timtahe and stnrucrite from Amang treatment operations.

Annual production is estimated at a sustainable 100,000NMTa@Y

The Thaisarca smeker produces tin sIags containing 1S-20% T+O~”but total annual
ptductiQn h= &Qppc(Is@M-Uy to ● ment sustaimble ievel of 1OO,OOO-HI,OW
lbs x annum. ~ Of Thaisarco’s pdlNtiOn is processed in Thai Tantah.un*s
faalties at Map Ta MmL

Chhw Actual Expotts 65#00 hi TaJ)5 Mport Capacl&50,000 lbg Ta+3~

China MS at Iesst 5 producing tantalite mines and at least 7 processing facilities
located in different provinoes throughout China.

China both exports and imports tantalite corwentratea, depending on the level of local
production and intend demand.

Total mhe productkm is estimated at 2S0,000 NWof Ta@$ per annum end in 1994
-Z-M amounted to 6s,000 lbs. In future yea~ China is expected to become a net
importer of tantalum raw materialsbut may continue to be an exporter of tantalum
hMmnedia- and finished products.

CM

Kazakhstan haa some tantalitc mine production but production is small and exports
non-adatenL

The CIS exports some intermediate and ilnkhcd tantalum products but is not
expected to be an exporter of tantalum raw materials.

other Acbd 20@o NM-o, CapdtyS0,000 k T8&

-

There is some production horn Portugal and Venezuela and production could be
kreased, especially in Venezuela and BoW* with a concerted explomticm and
development eflbrt
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POtmltial SuppIy

Mozambique

Production from Mozambique stopped almost 15 ycaro ego because of political
instability. ~em is a resource that wuld be developed into production.

Ethiopia

Production from the Ethiopiaa Mineral Resources Department h inoluded in the
production statistk tiom Aftica Investmentis currentlybeii sought to increase
qxwily. It is estimated that the rosoume base can probably substantiate a
producdon rate of 100,000 Ibs per WI-up from the current S0,000 lb Ta@5.

Afkica

The countries af Rwand% Zaire, Burundi and Zimbabwe have largc identified
resowces of near surface eluvkd tantaIite deposits. The rwmccs hiic not been fully
explored and delineated and have not been developed.

This situation has been in existence for the past 20 yearn.

Development funds are not available because of the inherent political and country
risk problems for any foreigninvestor.

south Amerka

Resources have been identified in Venezuela, Bolivia and Brazil and limited
devdopment work commenced on some deposits.
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Afdca
Bumndi
Ethiopit
Namibia
Nigeria
Rwanda
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south A5’ica
Uganda
Zaire
Zimbabwe

JWStraM
@wIia
PaaWest
Prima

Canada
Tan@

China

CM
Kazakhstan
Russia
Estonia

South Afnetica
Brazil
Venezuela

TMland
Thaisarco
S A Minerals
Traders

other

Synthetic Come
Sta~ck
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Primary Raw Matial supply
ibs TAOS

1993

3S,000
40,000

2,E
mc@M

30,000

330*000
180,000
30,000

40,000

3Q,000

6,000
2JKI0
qooo

130,000

100,OOO
4Q,000
20,000

50,000

350,000

1994(cat)

So,ooo
40#00

20,000
50,000

10,OOO
50,000

390,000
170,000
30,000

4(1,000

90,000

10,OOO
5$)(M
2@0

150,000
5,000

lS0,000
40$300
w$)oo

‘So,ooo

400,000

Total 1,560,000 1,762000

Capaci@

50,000
60,000

30,000
50,000
10,OOO

3:E
100,OOO

600,000
200,000

.. So,ooo

2smoo

50,00’0

300,000
50,000

200,000
50,000
30,000

So,ooo

500,000

Z665,000
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As a greater pematage of the required units have to be sourced from hard rock
tantahe mines rather than horn tin mining arid smeldng, and as the near surface
sdluvial deposits become dep1et8di this trend will continue.

Tarltalum supply fromhardrockminingnow accounts for almost 50% of total
~’~ p~~~On end driltit%% Oftotal SUpply.

The tit hard rock tantalkc nine was Tam-oin Cana@ followed by Metallurg in
Brad and then tic Australian operations of PanWe.at Tantalum and Gwalia
Consolidated Ltd. The most recent operation to mme into production waa in
Ethi~”a.

The coat of produ~”oa of hard rock tantditc miaes depends largel~ on the grade of
tantalum in them and the mining method exnp16@.

I.Jridarground oparationa are generally more costly than open cut but higher gradas
can off-~t this. TY@cal gmdcs for producing mines are Tam 1#0 ppm, Ma@.llurg
700 ppIW PanWest 600 pp~ Gwalia 400 pprn. The had rock mines in China operate
at levels of MO ppm TaQ.

otherfaotorsthat infiuenmcostaretherecove~levels achievable, the co-products
avdable and the inherent associated impurities in the orebody and the final product.

As processor demands inc$ease for higher quality oonoentratcs so the degree of
pmcesdng and C@ of production increases.

Radioactivity is probably the single most important impurity &om ● cost of production
point of vW. AS international transport regulations and domcatic waste disposal
regulations become sttioter, these costs will continue to increase.

Gst of production from hard rock rantalitc mines has risen from the q$1230 PSI lb -..
level to nearer the USD40 per lb level over the past 5 years and wiU continue to -
increase as Iowcr and lcnwerresources need to be developed.
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TANTALUM INVENTORIES

Primary Producer Stocks t12rnlbsTa@$

TantaliteCixm@ratas

Gment stocks oftantdite concentrates in the hands ofproducazs are at normal
Iwek with most afgnMcant producers having ●ntered into term ~n~CTS Wch
mquircCOdhlOUSdekerks

Some build up of stocks has cwumd dudng the last 6 months iu Mrica because of
PW14 mfim problems doe to eivflunr~

Trader activityhas i.ncmasedsomewhat and some atockawould be in traders’ hands.

Total of all producer end trader inventories above nomml working levels is estimated
at 200,000 HMT*O$

Low Grade ‘h Stags

Straits Trading Company owns a stm3@ of low grade tin slags located at
Butterwoxth in Malaysia. The slags were accumulated during the late seventies and
cariy eighties.

The stock@e contains some 30,000 to 40,000 tonnes, with grades ranging horn 2-3%
TaQ.

Paranapanema in Elrazilhas a stockpile of low grade tin slags located at its Sao Paulo
smeker. lbc smelter is still producing Iuw grade slags and accumulated stocks now
amounttosomeQOOO tonn%

The estimated grade is less thzm 2% Ta@$ with higher levels of Nbaos and some
nldioactivity content.

Proce$sor stocks 25 m Ibs T+O~

Major processor inventories are generally kept at tbe level of 6 to 9 months’
requirements.

The exceptbs tothispositkmare the low grade tin alags which me required for
synthetic cnncantrate production and the high grade tin slags produced by Thaisarco
in Thailand.

T’be low grade tin slags have been accumulated by Starck for ils Lwfenhrg
operatiam Wer the past several years. Current stocke are estimated to be sufkient
for at least 2 yearn’syntheticconcentrateproduction.
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The higher grade slags producedby -co have been accumulated by Thai
Tantalum fix use in their Map Ta Phut K=saitprochdbn Mliy. At the time of
aquisitim there were some 500,000Ibs of TatO~ and significant lewls of stock
remain.

Other smalIer processors, such as MetalIurg, Mitsui Mining and Smelting and
Troiba&eq carty sufficient stocks for bemeen 6 and 12 months’ production.

Government StOcl@la 2S m Ibs Ta#S

The US Government ~kn= ws~~ A&W ~e$ ~ ~en~~ of 25 m lb ‘f
T%O~ in the tirm et untalite ooncenmtes and a Mher 1 m IbsTa@~ in the form of
intermediate and tihcd pfOdUCt%

Hhtmkally, the DLA has had a goal of more than double actual stocks. No
acquisitionshave been made in recent times and no disposals have been made for a
very long time. Recent publications suggest that USA strategic -stockpilesare no
longer rquircd and that all stockpiled materials will be sold.

Russia also cardes a tantahm strate$c stockpile but quantitiw and dispoaa! cw
acquisition policies are utiown.

Manufxtw=rs Stock

Stocks of iinished rmxiucts in the hands of manufactwam are estimated to be bclow
desirable levels, ~ sftuationhas arisen ss a result of demand iu-asing during
1995,resulting in hmgthcningikl.ivexykad times.

Table 8
hwntory Summary

I Ovrner I Preduct I Cm@ahted lbs Ta@~

Straits Trading Co

Straits Trading co

Paranapa.nema

Thai Tantalum

Starck

Proaasors

Ix.A

3% slag
2% Slag

1.8% Slag

17% slag

35% slag

30% Cone

25% Cone

1,3 m

0.8 m

L6 m

0.5 m

LO m

1.6 m

tim I

.
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FUTURE SUPPLY

Swstain~ demand at levels of 2+8m lbs Ta or higher will require the development of
new and additional msoums to incrc~ the suppIybase.

tidy identified inventories snd production flexiiilities are suflkicnt to suppXythe
industry needs ix the imrnedia~ and short tam.

The infonnath iach$sd in this report has been sourced hit the TIC statisd%
various SOuntries’import and export statiaticu and from personal cormmmioations
bewcen the author and membars of the industry. The author takes SOk
eba~ for tbe accuraq of all figures presenti
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KEMENTERIAN PERUSAtiAAN UTAMA, Tel: 03-’2747511
(Ministry of Primary lndvslries), Fax: 03-2745014
MAL4YSIA, Telex: MA 30808
TINGl@T 6-8, MENARA DAYABUMI, Kawat: PERUSAHAAN
JALAN SULTAN I-HSHAMLIOOIN, (c4101t@ KUALA 1.VMP[JR
50654 KUALA LUMPUR.

Ruj.Tuan

Your Ret :

Ruj.Kaml :Bil. (3)dlm.~~(s)o.2/17/2~ ~1~-7

Mr, Richard V Meyers, Our Ret :

Office of Strategic Industries and Economic Security, ~arl~h, 31 October 1996
US. Department of Commerce. Date

Mr. Richi rd Watkins,
Internath nal Commodities Division,

U.S. Department of State.

Dear Sir,

PROPOSED RELEASE OF RUBBER FROM THE PROPOSED
STOCKPILE MATERIAL SALES OF THE UNITED STATES
—-.-—. -..—— .-... —. —-- . . ..-- —-.. —-... -—.....

We wish 10 refer the US Department of Defense’s proposed sale of excess m:terials

from the national defense stockpile and submit to you our views on this matter and in
particular on the release of 125,000 long tons rubber into the open market per ‘fear m

1997 an I 1998(61 FR 51403).

2. While we take cognizance of the fact that the quantities of rubber listed a ‘e only
proposed maximum disposal quantities and not sales target disposal quantities vfe wish

to record our concerns over the possible negative impact of the disposal of this amount
nf ri Ihhe.r the ah dv earis rubber market. We fear that the release of such a

EPsubstantiar?onnage o~rub er WII cause aaamonal aownwara pressure ~1w LWGGIGI CItG

the rate of decline of rubber prices in the market which have been gradually softening

over the last few months. The negative impact however can perhaps be reduced if the
release IS done in a gradual fashion such that the amount disposed each time will have

very little impact on prices.

3. It IS perhaps pertinent for us to mention here that as a member of INRA II we

believe - nat all member governments, be it a producer or consumer of natural rubber,

should s;rive towards stabiiising rubber prices without distorting long-term market trends
in the interests of both producers and consumers while at the same time e lsuring

adequate supplies of natural rubber to meet the requirements of consumers. }~s such

1



a move by US to release its rubber stockpde is to our mind in confkt with the spirit and
text of the Agreement to which the US has been a party to since its Inception in 1979.

4. It IS with such ccmcerns in mind that we take this oppotiunity to request that the
US keeps the proposed release of the rubber stockpile in abeyance to enable us to
consult other member governments of INRO on this matter at the next forthcoming
meeting of the INRO Council at the end of November 1996.

Thank you.

Yours Sincerely,

2

--’%%
(AHMAD ZUBEIR I-IJ. NOORDIN)

Secrets $-General,
Ministry of Prima~ Industries,

Malaysi,.
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“Facts are stubborn things; and whatever may be our wishes, our inclinations or the dictates

of our passions, they cannot alter the state of facts and evidence.”

--John Adams, 1770

Introduction

The American Zinc Association (“AZA”) is pleased to submit these comments to the Market Impact

Committee (“MIC”) concerning possible FY98 disposals of zinc from the strategic defense

stockpile. AZA represents all of the primary zinc producers in North America, as well as primary

zinc producers from Australia, Finland, Norway and Spain and secondary producers in the U. S.,

Canada and Mexico. AZA, as it always has, offers its help to the MIC in its endeavors to avoid

undue disruption of the zinc market.

Executive Summary

At the moment, price conditions are slightly lower those that existed at this time last year. The

underlying market fundamentals, particularly the still-large overhang of stocks of zinc in London

Metal Exchange (c’LME”) warehouses and continued extensive exports from former Socialist

countries and China, continue to be brakes on profitability.

In spite of this, however, AZA does not seek a cessation of stockpile sales. Instead, AZA urges,

as it has many times previously, that there be a responsible, long-term disposal program. While

AZA is pleased that the government has apparently committed to constant levels of disposals over

the balance of its zinc sales, AZA maintains that the 50,000 st requested is still much too high as

viewed against the actual market for the grades of slab zinc in the stockpile.

With respect to that long-term disposal, however, AZA is deeply concerned over future disposals

by the fact that the MIC has been relying on incorrect information to bless the stockpile’s proposals

in prior years, despite AZA’S protestations. As a direct result of AZA’S persistence, the

government has conceded error in a number of significant respects. The MIC, if it is to fulfill its

statutory duty of effective oversight, must reevaluate its conclusions based on the new, correct,

data.
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I. The Current Zinc Market is Still Vulnerable

On October 23, 1996, ASARCO announced the indefinite closure of its Leadville, CO, mine,

citing low zinc prices. This closure results in approximately 128 layoffs. This is the third zinc

mine in the world to be closed in the last three months, with low prices cited as the cause in all

cases.

While zmc prices have recovered slightly in the past three years from all-time lows, they still

remain at the low end of historical price levels. In any event, this brief recovery has in no way

served to allow zinc producers to recoup the massive losses of recent years which occasioned

earlier mine and smelter closures and job losses. As can be seen from the following data compiled

by the International Lead and Zinc Study Group (“ILZSG’), LME zinc prices have fluctuated little

in the past year, and currently are substantially lower than they were when AZA submitted its

comments to the MIC last year:

Monthly Average LME Settlement Price ($/ret)

Month
1995

November
December

1996
January
February
March
April
May
June
July
August
September

(ILZSG, Lead and Zinc Statistics, October 1996, Table 32).

Price

1031.02
1018.45

1019.39
1036.17
1064.29
1045.73
1036.14
1008.85
1000.39
1007.24
1000.64

As supplied in previous AZA submissions to the MIC, prices earlier in 1995 and throughout 1993

and 1994 were even lower.

In fact, as the MIC knows, the price in late October 1995 had dropped to such a point that the so-

called “trigger-price” provision in the Defense Appropriations bill was activated, stopping the

October stockpile sale because of the low LME price. This is the first time that provision has ever

2



been activated.’ Thus, it cannot truthfully be said that price conditions are currently rosy. 2

—

And the reason for that is fairly easy to find. Despite recent drawdown in LME stocks, the level of

stocks remaining is still well above any historical norm. With historical average stock levels

running at a rate of approximately five weeks of Western consumption, the current level of

approximately nine weeks’ consumption is still a considerable drag on price recovery.

The main reason for the lack of additional stock drawdown is the continuing export of zinc from

the former Eastern Bloc and China -- exports that created the record levels of LME stocks in the

first instance.

Refined Zinc: Net Exports from Eastern Countries (000 mt)

1991 1992 1993 1994 1995 1996 (Jan.-June)

115 304 460 551 462 2693
( ILZSG, Lead and Zinc Statistics, October 1996, Table 35).

In the face of all of this, AZA hopes the MIC will not accept uncritically any claims that the zinc

market has turned the comer.

& AZA Calls for Responsible, Lon~-Term Dis~osal of Zinc

Apparently, there are still some on the MIC who believe that AZA opposes any disposal of zinc

from the stockpile. That is simply not so. Despite the caution that the above market figures would

advise, AZA has, for some time, supported a responsible, long-term disposal program. AZA’S

prior comments to the MIC have made precisely this point, as has AZA correspondence with

Congress.

‘ AZA members are in full support of retention of the “trigger price”.

2 On October 24, when these comments were drafted, the LME settlement price was $999.00/mt.

3 The comparable figure for 1995 was 256,000 mt, confirming that exports from these countries remain

alarmingly high.

3
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~ The Relevant Statutory Provisions Militate Against 50,000 st in FY98

Section 6.(b)(2) of the Strategic and Critical Materials Stock Piling Act (“Act”) states:

“[E]fforts shall be made in the acquisition and disposal of such materials to avoid undue
disruption of the usual markets of producers, processors and consumers of such materials
and to protect the United States against avoidable loss.”

Section 1O.(C)of the Act provides:

“(2) The [Market Impact] Committee shall advise the National Defense Stockpile
Manager on the projected domestic and foreign economic effects of all... disposals of
materials from the stockpile that are proposed to be included in the annual materials plan
submitted to Congress.. .or in any revision of such plan ....

As the MIC well knows, AZA has, for some time, been saying that the plain language of the Act

requires that the impact of proposed disposals of High Grade (’<HG’) and Prime Western (“PW’)

slabs from the stockpile must be measured against the “usual markets” for HG and PW slab.

In the absence of any

its normal meaning.4

2).

indication of contrary Congressional intent, the word, “usual”, must be given

(~ Exhibit 1). This is a basic rule of statutory construction. (~ Exhibit

But even beyond the legal point, it is basic common sense that the best evidence of what is the

normal, customary (that is, “usual”) market for HG/PW slab is the actual sales of those grades.

AZA has calculated the “usual” markets for HG and PW slabs. Using actual data supplied by

AZA members for 1994, together with data from the Customs Service provided by Commerce,

AZA calculates the normal, common, actual -- i.e., “usual” -- U.S. market for HG and PW slabs

to be approximately 250,000 st. AZA is advised by the Department of Commerce that it am-ees that

250,000 st represents the size of the actual U.S. market for HG/PW slab. This is critical -- the

government and AZA at last agree that actual consumption of HG/PW slab in the U.S. is

approximately 250,000 st/yr. The MIC must consider this new fact in deciding whether the

proposed level of 50,000 st is too high.

4 AZA understands the MIC has been given a legal opinion to the effect that nothing in the Actor the Act’s
legislative history requires AZA’S view should be adopted. If that is so, then it is equally true that nothing in the

Act or the legislative history requires that the stockpile’s view should be adopted. Since the statute’s terms give no
guidance one way or the other, the MIC must look to the purpose of the statute, the facts, and basic economic and
common sense.

4



I’JDUR”’?1(0
Since the actual (“usual”) market for HG and PW slab has been determined, the MIC must evaluate

the impact of disposals on that number. At that time, AZA believes any objective observer would

conclude that the proposed 50,000 st disposal is alarmingly high. With an actual market size of

250,000 st, 50,000 st authority would represent a staggering 20 % of the market. In addition,

given the relatively small size of the actual HG/PW slab market, the MIC should view the

government’s conclusion that the relevant market for purposes of analysis of potential disruption is

the entire slab zinc market--a total market that dwarfs the HG/PW slab market--with healthy

skepticism.

IvJ The MIC’S Previous Errors Call Into Ouestion its Prior Conclusions

For some time, AZA has been trying to convince the MIC that several key statements made by the

MIC have been in error. In particular, AZA has challenged these statements madeinanAugust21,

1995 letter to AZA’ :

● AZA “has substantially understated the size of the potential HG/PW market.”

● The MIC estimates the “potential HG/PW market “ “to be in excess of 600,000 ST. ”

● The stockpile sales from July 1994 through June 1995 realized prices only $.008

less than those realized by a domestic producer, Savage Zinc, over the same period.

Each of these statements was used by the MIC as support for its conclusion that the stockpile’s

actions were not having an unduly disruptive effect on the market.

As to the first, AZA never has quantified the size of the “potential” HG/PW zinc market because

AZA has consistently argued that “potential” markets have no relevance in a discussion of what

“usual” markets are. On December 4, 1995, Commerce Department officials admitted to AZA that

this charge against AZA was in error.

As to the second, AZA was advised by Commerce officials some months ago that the current

Commerce estimate of the “potential” HG/PW market is approximately 350,000 st. In other

words, the government now admits that the MIC’S estimate was off by a staggering 42 YO. AZA

submits this major “revision” to the MIC’S estimate calls for a thorough review of the MIC’S

5 A copy of this letter is attached.
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conclusions on the impact of proposed disposals, particularly in light of the agreement on the size

of the actual HG/PW slab market at 250,000 st.

As to the third, AZA challenged the MIC’S statement and its mathematics in a letter of August 28,

1996 (a copy of which is attached). AZA received no response to that letter from the MIC, but,

again, Commerce officials admitted to AZA on December 4 that the MIC was in error.

AZA does not understand why the Commerce Department, rather than the MIC, acknowledged the

MIC’S errors. AZA believes the MIC had a duty as part of its consultation requirements under the

Act, as well as a matter of simple courtesy, to respond to AZA’S specific questions. In any event,

AZA’s concerns are shown to have been justified.

v Additionally, AZA Has Shown Other Government “Facts” to be in Error~

For well over a year, AZA has been asserting that the government’s reported consumption of

HG/PW slab was in error. The government has maintained the accuracy of its numbers until

recently, when, in the face of consistent data from AZA, it admitted that:

● Government figures on U.S. production of HG/PW slab were inaccurate because

those numbers reported as slab approximately 62,000 st of hot metal converted directly to zinc

oxide without ever having been cast into slab form. The government had consistently told AZA

that this hot metal was not included in the reported slab production, statements that turned out, as a

result of AZA’S prodding, to have been in error. The government has been told that the oxide

plant in question could never use slab from the stockpile as a substitute for the hot metal.” As a

result of AZA’S efforts, the USGS has told AZA that it will be revising future reports to indicate

this hot metal is not slab.

● Long-used figures on U.S. consumption of HG/l?W turned out to be inaccurate

because of the inability of the government to disaggregate tariff data, separating HG/PW imports

from imports of Continuous Galvanizing Grade (“CGG’) under HTS 7901.1250. The

‘ The MIC cannot include this hot metal in the actual HG/PW slab market. As shown, the oxide plant is not
configured to use slab metal, so the hot metal and stockpile slab could not compete for that business, even were it
economically feasible. In addition, the stockpile is selling slab, it is not selling hot metal.

6



government has told AZA that its estimates of HG/PW consumption were based on extrapolations

from old data. AZA provided the government with actual current data on imports of HG/PW and,

as a result, AZA and the government are in agreement on the actual HG/PW slab market in the

Us.

● AZA has heard the stockpile assert that disposals displace zinc produced outside the

U.S. because of the U.S. market’s heavy reliance on imports. Initially undercutting this opinion

by the stockpile is the evidence presented to the MIC of substantial lost sales by a domestic zinc

producer. Beyond that hard evidence, the analysis conducted by AZA to determine the size of the

actual HG/PW slab market revealed that U.S. sources supplied 50% of the HG/PW slab in 1994.

In stark contrast, U.S. producers supplied only 33% of 1994 slab consumption of all grades.

Thus, the U.S. market is more dependent on U.S. sources for HG/PW slab than it is for other

grades. The stockpile’s notion that HG/PW slab comes primarily from offshore -- and, therefore,

that disposals simply displace non-U.S. material -- is inaccurate,

In short, many of the critical “facts” long relied upon by the government, including the MIC, and

long challenged by AZA have not withstood analysis. AZA believes that the MIC must revisit its

prior conclusions based on the facts as now established.

E The Smallness of the Actual HG/PW Market Requires Special Attention to Avoid

Disru@ion

The government has claimed that the entire market for all grades of slab zinc needs to be looked at

in determining whether undue disruption is occurring as a result of disposal of HG/PW stockpile

slab. This is economically illogical.

The stockpile’s HG/PW slab simply has not, does not and cannot compete against the bulk of slab

zinc consumed in the U.S. As the government well knows, steel mills and zinc rolling mills have

not and will not use uncertified HG/PW slab from the stockpile.7 This fact alone shows that the

7 In fact, AZA has grave doubts whether any zinc alloyer producing alloy to ASTM standards could use
stockpile material, except by blending it in small amounts with certified Special High Grade (“SHG”), a practice that
would likely prove uneconomical to the alloyer.

7



legal opinion relied on by the MIC as to the statute’s meaning seems to be designed to reach a

desired conclusion, rather than to look at the issue objectively. 8

Notwithstanding this lack of substitutability by huge consumers, the government maintains that

some consumers can potentially switch consumption patterns and, therefore, the entire slab market

must be viewed for signs of disruption by the stockpile’s HG/PW disposals. The government has

told AZA that less than 50,000 st of SHG consumption could potentially switch to HG/PW --

presumably for use by certain hot-dip galvanizes --a trivial amount in the context of a 1.3 million-

st slab market. Assuming, armendo, the accuracy of this, if the government believes this tiny

“swing” tonnage requires looking for undue disruption in the entire slab market, it has indulged in

a consummate tail-wagging-the dog exercise. To put it in a nutshell, 50,000 st of potential

switching cannot logically be said to convert a 250,000-st market into a 1,300,000-st market.

AZA hopes that the MIC will directly address this argument,

In any event, AZA members producing SHG and CGG dispute the notion that consumers switch

from those grades to HG/PW, much less the uncertified material in the stockpile, in response to

market factors. Those producers are of the firm view that HG/PW does not compete with SHG or

CGG because of a lack of substitutability. Demand for particular grades of zinc has to do with the

needs for particular applications rather than market factors.9

Conclusion

In light of all the recently admitted inaccuracies in government data and MIC statements, AZA

suggests the MIC has to start anew with its review of zinc. Prior conclusions relying on now-

discredited figures or arguments cannot be used to bless new disposal authority.

AZA and the government now agree that the actual HG/PW slab market in the U.S. is

approximately 250,000 stiyr. The MIC needs to ask itself whether a proposal to dispose of 20% of

‘ The MIC apparently feels bound to follow this flawed opinion. AZA hopes the MIC will decide that the
facts as now developed show that this opinion, if it ever had any validity, has been overruled by subsequent events.

‘ As to pricing of the different grades, declining SHG prices on the LME drag down prices of HG/PW because
SHG can be used in place of those other grades, and because many supply contracts for any grade are pegged to the
LME. The reverse, however, is not the case because of lack of substitutability.

8



that amount --50,000 st -- is reasonable, or whether that amount carries with it the seeds of undue

disruption. AZA firmly believes 20% is too high for HG/PW slab.

As always, AZA will assist the MIC in any way possible. In fact, AZA suggests that the MIC hold

a public session on zinc, since it apparently is unable to meet privately as a committee with

interested parties. AZA would be happy to discuss the facts and issues with anyone, at any time.

In addition, AZA hopes that the MIC will respond promptly to such legitimate inquiries from AZA

as may arise in the coming year. Recent events have shown that AZA’S concerns with the oversight

of zinc disposal have not been unfounded. To the contrary, the government has conceded many of

AZA’s points, but the effort to achieve correction has been more extensive than AZA envisioned

would have been the case.

9
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Exhibit 1
J

THIRD CO LLECE EDITION

Websterb
NewWorld
Dictionary
OF Ahl ER ICAN EN CL IS II

ulsu”al (Y=’zM5 al, y=zh’wal)au”. [ME < MFr c LL usudi.sc L
usuxseeusE]suchasisin common or ordinary use; such as ismost
often seen, heard, used, etc.; common; ordinary customary -as
usual in the usual way —ulsu”allly aciv. —u’%u”al”ne= n.
SYfV.--usual applies to that which past experiencehas shown to be the
normal, common, hence expected thing (the usual results, price, answer,
etc.];



..

.—

--

U.S. SUPREME COURT

v.

John I-L lIEYEIL

No. 92-741.

Ar=med Oct. 4, 1993.

DecidedFeb. 23, 1994.

BLACK’S LAW DICTIONARY (5TH ED.)

Usual. Habitual; ordinary; customa~; according to
usage or custom; commonly established, observed. or
practiced. That which happens in common use or
occurs in ordinary practice or course of events. Sp.
onymous wth custom, common, normal, regular,
Dancy v. Abraham Bros. Packing Co., 171 Term. 31 I,
102 S.W.2d 526.528.
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Mr. George Vary
American Zinc Association
1112 16th Street, N.W., Suite
Washington, D.C. 20036

Dear Mr. Vary:

Attachment 9 1
UNITED STATES DEPARTMENT OFCOMMERCE
BureauafExpcirt Administration
Weshington,D.C. ‘20230

240

Thank you for your June 26 and August 8, 1995 letters concerning
Defense National Stockpile zinc sales. On August 16, 1995, the
MIC again met to review the issues raised in your letters and to
consider all available relevant data to determine whether Defense
National Stockpile Center (DNSC) zinc sales have resulted, or
would likely result, in undue disruption of the zinc market.

There are two main issues of concern - the “usual market” for
zinc and DNSC zinc sale prices.

Usual Zinc Market

As you know, subsection 6(b) (2) of the Strategic and Critical
Materials Stock Piling Act states that:

“efforts shall be made in the acquisition and disposal
of such materials to avoid undue disruption of the
usual markets of producers, processors, and consumers
of such materials . . .“

Supported by a recent opinion of legal counsel, we continue to
view “the usual markets” to which the statute refers as the
aggregate markets of the producers, processors and consumers --
the total market for the commodity. Neither the statute nor the
legislative history of the Act limits our examination of the
markets to the “markets for Stockpile material. ” It is the
entire market for the commodity that must be examined, not a
smaller, or “niche” market, into which a particular Stockpile
commodity such as zinc may be sold at a particular point in time.

Nevertheless, we have reviewed in detail the markets for High
Grade (HG) and Prime Western (PW) zinc and have concluded that
whether the smaller HG/PW market or the “usual” zinc market is
considered, there is no evidence that recent DNSC zinc sales are
unduly disruptive of the market. Furthermore, our analysis,
including extensive industry interviews, indicates that you have
substantially understated the size of the potential HG/PW market
which we estimate to be in excess of 600,000 ST. The 25,000 ST
of zinc authorized for sale this year is about 4% of that market.
To date, only 8,353 ST have been sold, with one sale remaining.
PW accounts for about 42% of this quantity. 8,353 ST amounts to
about 1.4% of the potential HG/PW market, and less then 0.7% of

\3
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the “usual” zinc market which we estimate to be about 1.2 million
ST. Although the planned 50,000 ST ceiling for FY 1996 amounts
to about 8% of the potential HG/PW market, it is only about 4% of
the estimated “usual” zinc market.

DNSC Zinc Sales Prices

Absent any evidence from the zinc industry to the contrary, we
again conclude from our review of recent DNSC zinc sales prices,
that these sales are reasonable and justified, and not disruptive
of the “usual” market for zinc as defined in the statute,

We note that in an article in the July 31 issue of Ryan’s Notes,
it is reported that Savage Zinc during its fiscal year which
e~.ded ,Jun.e30, snld I04,0QQ tens Qf zinc at an s’~ezage pzice cf
51.68 cents/lb. During that time period, the average official
LME price was 47.37 cents/lb., and the average closing price was
47.39 cents/lb. This would indicate that Savage obtained an
average premium of 4.29 to 4.31 cents/lb. for zinc during its
fiscal year. DNSC sold zinc during this period at prices ranging
from 3-6 cents/lb. over the LME price, averaging 3.5 cents/lb.
over the LME. This average price is only about 0.8 cents/lb.
less then the Savage average price, and as you know, Stockpile
zinc is sold on an “as is, where is” basis.

Please be assured that the MIC will continue to closely monitor
DNSC sales and the zinc market to ensure that these sales will
not unduly disrupt the “usual” zinc market while
protecting the U.S. Government and its taxpayers
loss .

Sincerely,

at the same time
from avoidable

x.~d%d, \
Stephen ‘G. Brundage ,&#\ .*
MIC Co-Chair i:’ MI’$ Co-Chair
Department of State 1Department of Comme~’e

cc : Joseph Pallone
Senate Armed Services Committee

Peter Steffes
House National Security Committee



Aluminum Company of America

Russell C. Wiser
Dtrector Government Affairs

October 28, 1996

Richard V. Meyers
Co-Chair
Stockpile Market Impact Committee
Office of Strategic Industries and Economic Security
Room 3878
U.S. Department of Commerce
14[h& Constitution Ave., NW
Washington, DC 20230

RE: NATIONAL DEFENSE STOCKPILE MARKET IMPACT COMMITTEE
REQUEST FOR PUBLIC COMMENTS

Dear Mr. Meyers:
-,._-

Enclosed are comments (10 copies) of Aluminum Company of America (Alcoa) regarding
the October 02, 1996, notice published in the Federal Register seeking comments on the
potential market impact of proposed disposals of excess commodities from the National
Defense Stockpile.

If you have any questions or need additional information, please do not hesitate to contact
me.

Sincerely, I

LfM#’L&wJqu2—————

Russell C. Wiser
Director. Government Affairs

Enclosure

!

1667 K Street N.W. Suite 500 Washington, DC 20006 USA Fax: (202) 956-5305 Telephone: (202) 956-5306
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COMMENTS OF

ALUMINUM COMPANY OF AMERICA

SUBMITTED TO THE
OFFICE OF STRATEGIC INDUSTRIES AND ECONOMIC SECURITY

BUREAU OF EXPORT ADMINISTRATION
U.S. DEPARTMENT OF COMMERCE

ON THE
REQUEST FOR PUBLIC COMMENTS

OF THE NATIONAL DEFENSE STOCKPILE
MARKET IMPACT COMMITTEE

RELATED TO THE PROPOSED DISPOSALS
OF EXCESS COMMODITIES

OCTOBER 28, 1996
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Aluminum Company of America (Alcoa) appreciates the opportunity to

submit these comments on the disposal of primary aluminum from the

National Defense Stockpile. Alcoa is the world’s leading producer of

aluminum and alumina with 170 operating and sales locations in 28

countries. The Company serves customers in the packaging, automotive,

aerospace, construction and other markets with a variety of products.

Alcoa has been a supporter of selling the primary aluminum stockpile,

believing there is no need for the U.S. Government to invest in this readily

available metal. We believe an examination of the aluminum industry’s

recent history and an understanding of commodity price cycles reveal

certain factors that the Market Impact Committee may want to consider in

deciding the timing for the sale of the aluminum stockpile. We believe this

consideration will lead to the conclusion that a balance between the market

impact of selling the aluminum stockpile and protecting the Government

against an easily avoidable loss can be achieved.

World primary aluminum prices are established daily on the London Metal

Exchange (LME). Because of the large amounts of primary aluminum that

flooded world markets following the disintegration of the former Soviet

Union, LME stockpiles swelled to nearly 2.6 million metric tons in early

1994, driving the price of primary aluminum to $.47 per pound - the lowest

ever real level.

By December 1995, increased demand and reduced production had led to a

decrease in LME inventories to approximately 550,000 metric tons and an
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LME price of about $.76 per pound. Currently, the LME aluminum

stockpile stands at approximately 960,000 metric tons and the price of metal

is near $.60 per pound.

For the purpose of this submission, assume that over time investors in

aluminum ingot production must secure an average price of $.80 per pound

in order to achieve a market rate of return on their invested capital. Actual

prices vary widely around this necessary average, responding to the balance

between

At this

supply and demand.

time, world primary aluminum markets are in relative surplus,

significant U.S. aluminum smelting capacity remains idled, and metal is

trading at $.60 per pound, or $.20 below this necessary average price. From

the perspective of selling the entire U.S. aluminum stockpile, the difference

between today’s price and $.80 per pound is $25 million of potential

additional realized income for the U.S. Government.

This is not to suggest

commodity markets and

that the Federal Government should speculate in

attempt to sell only at high points of a market cycle.

However, its return could be maximized by selling the stockpiled metal in a

market that is characterized by prices of $.80 per pound and above as

opposed to selling at today’s $.60 price. Such an action clearly would

protect the Government against an opportunity loss as well as provide for a

balanced market impact when the metal is sold.
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GEORGE UHE CO., INC.

4
Established 1921

I-J -
12 ROUTE 17 NORTH, P.O. BOX 970 ● PARAMUS, NEW JERSEY 07653-0970 ● TELEPHONE: (201) 843-4000

+ FAX: (201) 843-7517
L’ TELEX: 421086

CABLE ADDRESS: UMENTHOL NEW YORK

October 29, 1996

Mr. Richard V, Meyers, Co-Chair
Stockpile Market Impact Committee
Office of Strategic Industries and Economic
Industries and Economic Security
Room 3876

U.S. Department of Commerce
14th Street and Constitution Avenue, N. W.
Washington, D.C. 20230

Re: Prouosed New Material Disposal Autllori@wfor FY 1997 and 98 (Germanium)

Dear Mr. Myers:

This letter is in response to the recent notice in the Federal Register Vol. 61 No. 192 of
Wednesday, October 2, 1996 regarding the proposed release of germanium from government
stocks.

Germanium is in very short supply. We would be interested in bidding for the entire 4000 kilos
of germanium. Because of the shortage, we feel the 4000 kilos will be a good start to ease
conditions, but a larger release would be better..

In any case, please be aware that we are interested in participating in a bid when and if the
release is made.

Pharmaceutical/Chemical Dept.

“’b
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Sovereign ,,.: .,
recycling
Iriterrtational ..

~0.Box 10308
BETTENdOI?(, IA 52722 U.S.A.

=: (319) 155-2722

FAX:(319) 359-7984

TELEX: 6732325 !iovmiN–UW

October 30, 1996

Mr. Richard V. Meyers
Co–chair
National Defense Stockpile Market Impact Committee
Office of Strategic Industries and Economic Security
Room 3876
Us. Department of Commerce
14th & Constitution Ave., N.W.
Washington, DC 20230

Re: Disposal of Cobalt

National Defense Stockpile Market Impact
Committee Request for Public Comments,
61 Fed. Reg. 51403 (Oct. 2, 1996)

Dear Mr. Meyers:

Sovereign Recycling International is pleased to submit its
comments regarding the proposed sales of cobalt in FY 1997 and 1998.
Sovereign is in the business of collecting scrap metal from industrial
and other U.S. sources for toll processing to recover valuable
commodities for re–use. Sovereign can recover up to about 550 metric
tons (1.2 million pounds) of cobalt annually. As there are no known
domestic primary producers of cobalt, small secondary firms like
Sovereign constitute the only LJ.S. sources. Worldwide secondary
production is 4,260 tons, as reported by the Cobalt Development
Institute for 1995.

Congress has mandated that the Stockpile be reduced in a
manner to “avoid undue disruption of the usual markets of producers,
processors, and consumers of such materials.” 50 U.S.C. s 98e(b) (2).

The DLA proposes to dispose of 6 million pounds of cobalt in FY 1997
and another 6 million pounds in 1998. By any measure, this is an
enormous amount, which inevitably will disrupt the market. World
production is already growing rapidly. The Cobalt Development
Institute estimates that 1996 production will exceed 1995 production
by 33% (Cobalt News, Vo. 96/4). DLA nevertheless proposes a 50 percent
increase over the previous Stockpile sales volume. Total U.S.
consumption is only 7000 metric tons (15.4 million pounds). The
proposed sale of 6 million pounds is thus equivalent to 39 percent of
total domestic demand, and 12 percent of world production (about 50

•I
M~bw

Institute
— LdscrepMlRecycling

Industries,Inc.
COBALT*NICKEL ●COPPERCRELATED ALLOYS

I
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million pounds, based on the last complete year). That volume equates
to five processors the size of Sovereign.

It may be that large foreign producers can and will stay in
the cobalt business over the long term notwithstanding huge price
swings caused in large part by sales of existing stocks and the
resulting price speculation. Unfortunately, the same is not true of
the U.S.’S small secondary processors. While the.Defense Stockpile
sell–off may be over in several years, the demand for cobalt will
continue. The unanswered question is whether any U.S. processors will
be left to continue to serve that demand.

Dumping huge quantities is hardly necessary. The 1997
Defense Authorization Act sets a rndmumof 26 million pounds of cobalt
to be sold over a ten–year period. At mosf, cobalt should be sold at
a pace that would exhaust this quantity over ten years, i.e., 2.6
million pounds per year. The Congressional revenue mandate ($81
million in FY 1997 and a ten–year total of $612 million) could easily
be met by selling far less than 26 million pounds of cobalt, along
with other Stockpile commodities. At current prices ($20/pound), a
sale of 6 million pounds would generate $120 million. Thus, this
single commodity would generate about 50% more that the total revenue
target for all eleven commodities on the list.

Industry attention has been focused on a new production
facility in Voisey Bay, Canada, which is expected to begin production
of up to 2500 tons/yr within five years. It may be that the
disproportionate amount of cobalt that DLA proposes to sell in FY 1997
and 1998 is based on a fear that supply will outstrip demand after
Voisey Bay is in operation. Any such fear is unfounded, since
projected demand will keep pace with the industry’s ability to meet
it. The Cobalt Development. Institute projects that world demand will
increase from 24,000 to 33,000 tons per year by the year 2000. Thus ,
DLA will be able to sell more than adequate quantities of cobalt after
1998 and there is no need to “front-load” its marketing plan.

The commodity sales levels specified in the published
marketing plan are ceilings. In theory, DLA could sell far less than
the ceiling amount without any modification of the plan. However, we
think it is important that the plan be revised downward. First, this
will provide some assurance beyond a mere statement of intent.
Second, the marketing plan itself can have a disruptive effect on the
market even if the authorized sales are ultimately not made. That is
because the plan is the only available indicator of probable future
Stockpile sales. If the market anticipates that large quantities will
be dumped within a year, buyers will postpone purchases in
anticipation of a price drop. Of course, the deferral of purchases
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makes the price drop a self–fulfilling prophecy. Thus, it is
important that the ceiling be set at a reasonable level, close to the
actual justifiable level of sales.

In sum, the proposed level of authorized cobalt sales is
grossly out of proportion to what DLA needs to sell in order to meet
its mandate, and will certainly disrupt the market. I urge you to
consider the proposed market plan in light of the statutory mandate
to avoid market disruption, and to reduce annual cobalt sales to
responsible levels.

St&ven J. Strulowitz
President
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Statement of IZlkem Metals Company

Pittsburgh, Pennsylvania

submitted to the

National Defense Stockpile

Market Impact Committee

Pursuant to

Federal Re~ister Notice of

October 2, 1996

November 1,1996

Contact: Robert N. Pyle, Government Relations
Elkem Metals Company
1223 Potomac Street, NW
Washington, DC 20007-3212
Telephone: 202-333-8190
Facsimile: 202-337-3809



MANGANESE DISPOSAL PROGRAMS SHOULD WORK TO

PRESERVE A VIABLE UNITED STATES

FERROMANGANESE PROI)UCTION INDUSTRY

Elken~Metals Colnpaly isamajor illterllational slnelter ofalloysmd metals. The

company’s U.S. operations in Pennsylvania, Ohio and West Virginia employ over a

thousand people. The Marietta, Ohio operations which produce high carbon

ferromanganese (HCFeMn) continues to work through the transition process fi-om being a

defense contractor to commercial production. The transition process is working and the

company has completely shifted to a private sector client base. However, despite the

apparent success of Elkem in making the transition the ftiture of the company’s operations

in Marietta are threatened by inaction on the part of the Defense Logistics Agency (DLA) to

sell Elkem off-grade HCFeMn as stipulated in Public Law 104-106.

Elkem submits comments today to the Market Impact Committee (MIC) in support

of the DLA’s proposed Fiscal Year 1997 modifications and 1998 Annual Materials Plan

that propose to sell up to 50,000 short tons of “off grade” HCFeMn, 2,000 short tons of

Electrolytic Manganese Metal and metallurgical grades of manganese ores. Elkem

supports these proposals only as long as the DLA abides by sale provisions mandated by

Congress.

The same foreign competition which precipitated the 10 year upgrade program for

ferromanganese continues to impact Elkem’s transition. Import penetration for HCFeMn

stands at 85°/0 of “ ‘”
.. . ,. ,, H,, ,

moved to lower

ctomesnc consumption. As pan or me conversion process ~ucem nas

labor, raw material and electric power costs. The Marietta plant’s

2



infrastructure includes three relatively small capacity furnaces located in separate buildings.

Furnace capacity is a limiting factor to expanding “through-put,” the amount of alloy

produced under our fixed costs that is imperative for the company’s survival. In the past

utilizing off-grade or low-grade ferroalloys from the National Defense Stockpile, Elkem has

improved melt yields and furnace through-put. Elkem believes remelting offgrade materials

along with ores from the National Defense Stockpile is critical to Elkem’s survival. Elkem

presented its’ long term approach to survival of the last ferromanganese operation in the

United States to Congress which adopted Elkern’s plan as part of the permanent Strategic

and Critical Materials Stock Piling Act (50 U.S.C. 98 e[ seq).

Regrettably the Department of Defense has been reluctant to embrace the spirit of

the language and true purpose of

keep ferroalloy facilities open.

furnaces in South Carolina over a

Section 3304 of PL 104-106 adopted by Congress to

The last remaining ferrochrome producer idled it’s

year ago. DLA failed to reach an agreement in the last

fiscal year on a contract price that allows for the economic remelting of the National

Defense Stockpile’s below specification grade ferromanganese as stipulated by law.

These provisions are found in Section 3304 palls a, b and c. Furthermore, it has become

apparent that DLA contracting officials have a “philosophical objection” to selling the

material based on a price structure which allows

manganesecontent to 78°/0,the industrystandard.

TheintentofCongressinaddingSection3304

isto provide closure to the perennial issue of

component of the nation’s defense industrial

economicremeltingto increase

tothepermanentStockPilingAct

supporting the ferroalloy industry, a critical

base. The language passed by both bodies

3



of Congress and signed by the Presidentprovides a secure future for manganese smelting

furnacecapacity in the United States,

A viable ferromanganeseindustryis vital to the United States’ economic security.

Manganese is an essential ingredientin the production of steel. Steel cannot be Produced

without ferroman~anese. The Marietta facility k the only operating ferromanganese

production plant in the U.S. and Canada. In recent years Congress authorizedthe disposal

of manganeseore, which k the primaryraw materialin the production of ferromanganese.

Due to the responsible disposal process adopted by the Congress, the last ferromanganese

smelter in the United States continues to operate. The effect of a closure would force the

United States steel industry to be totally dependent on imports to supply this essential and

critical raw material. This could be critical during fWn-e global shortages and national

emergencies. In addition, the United States’ industrial base will be further weakened and

the unique technology

lost forever.

and specialized human skills necessary to produce ferromanganese

The current legislation authorizes the Department of Defense, which manages the

National Defense Stockpile, to dispose of the entire quantities of manganese ore and

ferromanganese. The legislation restricts the sale of manganese ore to “allow preference to

domestic ferroalloy producers.” Provisions in Section 3304a, b and c stipulate the method

and requirements for sales of HCFeMn. Current law has provisions stipulating sales of

electrolytic manganese are subject to right-of-first-refusal by domestic ferroalloy producers.

Congress first included provisions in the FY 1994 Defense Authorization and

Appropriations Acts to support the transition of the domestic ferromanganese operations

from defense contracting to commercial markets. The support of last years’ Congress was

4



three-fold (Attachment II). w, Congress included a prohibition on disposal of stockpile

grade ferromanganese inventories until all non stockpile grade materials are disposed of to a

qualified domestic ferroalloy “upgrader” for remelting. A second provision requires DLA

to only dispose of manganese ores for domestic processing. The t~ provision supported

by Elkem is a preference for disposal of electrolytic manganese. Elkem requests the Market

Impact Committee (MIC) direct DLA to conform to the intent of the Congressional

Authorization language before the last HCFeMn ferroalloy producer is forced to close.

Elkem’s strategic plan for defense conversion involves an existing long term

agreement under the above mentioned legislative preference to buy metallurgical grade

manganese ores. Elkem is now in the forth year of a five year contract to purchase ores

from the National Defense Stockpile.

also bought ores from the DLA under

In addition to the long

“spot” sales agreements.

ability to negotiate a fair price and timely deliveries for ores

term purchases, Elkem has

Elkem applaudsthe DLA’s

purchasedunder legislative

preference and spot market sales and is hopefhl similar arrangements can be made for the

sale of off grade HCFeMn.. Furthermore, Elkem pledges to continue to offer the Agency

fair market value, allowing the company a reasonable return on investment, for the purchase

of ores and off-grade HCFeMn. There has been considerable disagreement between Elkem

and DLA as to what constitutes fair market pricing. Elkem’s negotiations are based on:

prices that the DLA sold similar material to Elkem in the past; rate of return formulas

developed under the 10 year Ferroalloy Upgrading Program and a price that allows the

company a modest return on investment. Attachment II details Elkem’s proposed bid price

with a justification for each item. DLA officials admitted to Elkem they stalled negotiations

under the mistaken impression that preference provisions would expire on September 30,

5



1996. Only recently have DLA officials started to recognize the spirit and intent of the

Congressional mandate in the permanent stock piling law. Elkem mustbe able to secure a

viable contract for the purchase of off-grade HCFeMn or it will be forced to curtail

operations at Marietta and eventually close all or part of the plant.

In summary, we hope the MIC and DLA will support Elkem’s needs for the

remainder of FY 1997 and FY 1998 including the prohibition and preference initiatives

mandated bytCongress to permit our plant at Marietta to continue to operate.

ELKEM’S STEPS TOWARDS DEFENSE CONVERSION

PLANT AND EOUIPMENT UPGRADES

since

alloys.

Last year Elkem reported to the MIC on it’s $29.0 Million in capital expenditures

991 as evidence of the company’s commitment to efficiently produce manganese

An additional$2.1 million has been spent on(Attachment III) major plant upgrades

and on-going plant improvement projects since November, 1995.

Elkem’s manganese smelting furnaces are among the most modern in the industry

with 100% computerized controls on all three furnaces and 100°/0 computer control on the

Oxygen Refining Unit. The company has led the industry internationally in computer usage

for manganese fimaces and has invested considerable money in new technology. It has

also built a staff of computer experts who have initiated software design and computerized

improvements.

Investment in furnace and auxiliary automation has been significant in

years and are included in fiture plans. These include automated tapping and

6
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furnaces,remote control cranes, ladle preheating, tapping rearrangements, ladle repair and

slag rake-off equipment.

The facility is in 100% compliance with all environmental regulations and has

committed significant money in maintaining compliance. The rebuilding of a waste

retention impoundment (coffer darn); waste water flow rerouting; PCB removal are a few of

the many projects undertaken at significant cost. In addition, many miscellaneous

environmental projects have been implemented including monitoring devices and upgrading

wet scrubber systems.

New process strategies have been developed in Oxygen Refining in the past three

years as well as new process strategies for the smelting of manganese alloys. The

metallurgical staff has been doubled to further develop these improvements.

The Marietta facility has doubled the Quality Staff in the last three years with the

addition of quality engineers. This has resulted in the facility achieving ISO 9001

certification and the facility has also been recognized by leaders in the steel and aluminum

industries for quality. Elkem received the Alcoa Supplier of Excellence Award that has

been achieved by only three of Alcoa’s 30,000 suppliers.

UNION AND LABOR

The company is now in the last year of a three year labor contractsigned with the

local Oil, Chemical and Atomic Worker’s Union in August 1994. The agreement insures

continuing operations at the Marietta plant. The Company and the Union negotiated

7



significant work rule changes and other concessions to improve cost and quality at the

facility.

Both Union and Management have accepted the challenge of preparing the facility

for entering the commercial market. The Union and Company meet monthly to review the

status of the conversion program in an effort to keep all employees updated and solicit their

support.

I PLANNING FOR THE FUTURE

A comprehensivestrategicplanhasbeendevelopedforthefacilitythroughtheyear

2000.Theplanincludescostimprovements,marketisalesobjectives,capitalexpenditures,

newproductproductionandotherelementsnecessarytoachieveasuccessfulconversionto

thecommercialmarket.TheplanmakeseffectiveuseoftheorescontainedintheNational

DefenseStockpileandhingeson theavailabilityofremeltingtheoff-gradeHCFeMn to

boostthefhmacethrough-put.ElkemthankstheMarketImpactCommitteeforsupporting

thecontinuedactivitiesofElkem’ssuccessfultransitionfrombeingadefensecontractorand

maintainingtheNational’svitalindustrialbaseindustrieslikeferroalloysmelting.

8



Attachment 1

Elkelm Metals Company
November 1, 1996
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TITLE X2WHI-NATIONAL
STOCKPILE

DEFENSE

Subtitle A—Authorization of Disposals and
Use of Funds

SEC.3301. DEFINITIONS.
For purposes of this subtitle:

(1) The term “National Defense Stockpile” means th,e
stockpile provided for in section 4 of the Strategic and Critical
Materials Stock Piling Act (50 U.S.C. 98c).

(2) The term “National Defense Stockpile Transaction
Fund” means the fund in the Treasury of the United States es-
tablished under section 9(a) of the Strategic and Critical Mate-
rials Stock Piling Act (50 U.S.C. 98h(a)).

SEC.3302.AUTHORIZED USES OF STOCKPILE FUNDS.
(a) OBLIGATION OF STOCKPILE F’UNDS.-I)uringfiscalyear

1996,the NationalDefense Stock ileManager may obligateup to
$77,100,000ofthe funds in the J’ationalDefenseStockpileTrans-
actionFund forthe authorizeduses of such funds under section
9(b)(2)ofthe Strategicand CriticalMaterialsStockPilingAct (50
U.S.C.98h(b)(z)).

(b)ADDITIONAL OBLIGATIONS.—The NationalDefenseStockpile
Manager may obligateamounts in excessof the amount specified
insubsection(a)ifthe NationalDefenseStockpileManager notifies
Congress that extraordinaryor emer ency conditionsnecessitate

7theadditionalobligations.The Nationa DefenseStockpileManager
may make the additionalobligationsdescribedin the notification
after:the end ofthe 45-dayperiodbeginningon the date Congress
receivesthenotification. ‘

~(c)LIMITATIONS.—The authoritiesprovidedby thissectionshall
be subjecttosuch limitationsas may be providedinappropriations
Acts.

SEC. 3303.DISPOSAL OF CIIROMITE AND MANGANESE ORES AND
-CHROMIUM FERRO AND MANGANESE METAL ELECTRO-
LYTIC.

(a) DOhiESTIC UPGRADING.-1n offering.toenter into agree-
ments pursuant to any provisionof law forthe disposalfrom the
NationalDefense Stockpileof chromite and manganese ores or
chromium ferro‘and manganese metal electrolytic,the President
shallgive a #rightof firstrefusalon allsuch offersto domestic
ferroalloyupgraders.

(b)DOMESTIC FERROALLOY UPGRADER DEFINED.—For purposes
of thissection,the term ~domesticferroalloyupgrader”means a
company “orotherbusinessentitythat,as determinedby thePresi-
dent- .,[.. ~ ~ ~~~

‘~!’(1)isengaged in operations””toupgrade chromiteor man;
‘ ganeie“oresofmetallurgical,ade or,chromium ferroand man-

fgqneserne~alele@@ytic;’an ‘:’, ~,.:; ,,,
,;”,,(2)~conducts,a,significant,”level.of.itsresearch,develop-

-‘”merit,~“en-gineering,-and ‘~upgradingIop~~a~ionsin the United
“ ‘Statesmt“’~’{,(;~,-,,:’”- ‘ ‘“ “ -,, : ,f!

I I

I
i
I
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(a) DISPOS+J oF bW~R !G~E. ~TERIAL FIR.ST.-(l%ePresi.
dent may not disposeof“high carbon- manganese ferro in the Na-
tional Defense Stock ile that rn~ets, the ,National Defe?~~ Stockpile

1classification: of Gra 6 One: ‘Specification 30(a) j;as””revlsed on May
22, 1992, until completing; the-’ditiposal cof-all manganese ferro in
the National Defense Stockpile that does not meet such classifica-
tion. The President may not reclassify mang~ese !ferro in, the Na-
tional Defense Stockpile after the date of the enactment of this Act.

(b) REQUIREME~ FOR REMELTING’BY DOMESTIC FERROALLOY
PRODUCERS.—Manganese” ferro in” the National Defense. Stockpile
that does not meet the class~lcation specified in “subsection (a) may
be sold only for remelting by a domestic ferroalloy producer unless
the President determines that a domestic ferroalloy producer is not
available to acquire the material, ,

(~) DOMESTIC FERROkLOY PRODUCER DEFINED,—l?’or purposes
of this section, the term ‘(domestic ferroalloy producer” means a
company or other business entity that, as determined by the Presi-
dent—

(1) is engaged in operations to upgrade manganese ores of
metallurgical grade or manganese ferro; and

(2) conducts a significant level of its research, develop-
ment, engineering, and upgrading operations in the United
States.

SEC. 3305.TITANIUM INITIATIVETO. SUPPORT BA’ITLE TANK UP-
GRADE PROGRAM.

During each of.the fiscalyears 1996 through 2003, the Sec-
retaryofDefenseshalltransferfrom stocksoftheNationalDefense
Stockpileup to250 shorttonsoftitaniumsponge to the Secretary
of the Army foruse in the weight reductionportionof the main
battletank upgrade program.Transfersunder thissectionshallbe
withoutchargetotheArmy, exceptthatthe SecretaryoftheArmy
shallpay alltransportationand relatedcostsincurredin connec-
tionwiththetransfer.

Subtitle B—Programmatic Change

SEC. 3311. TRANSFER OF EXCESS DEFENSE-RELATED MATERIALS TO
STOCKPILE FOR DISPOSAL.

(a) TRANSFER AND lllSPOSAL.----Section4 of the Strategic and
Critical Materials Stock Piling Act (50 U.S.C. 98c) is amended by
adding at the end the following new subsection:

“(c)(l) The Secretary of Energy, in consultation with the Sec-
retary of Defense, shall transfer to the stockpile for disposal in ac-
cordance with this Act uncontaminated materials that are in the
Department of Energy inventory of materials for the production of
defense-related items, are excess to the requirements of the De-
partment for that purpose, and are suitable for transfer to 1the
stockpile and disposal through the stockpile.

“(2) The Secretary of Defense shall determine whether mate-
rials are suitable for transfer to the stockpile under this subsection,
are suitable for disposal through the stockpile, and are
uncontaminated.”.

.. .... ..
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19-C)ct-96

IX-A HC FE MN OFF GRADE
MW PRICE (3RD QTR ’96 ACT/EST) - $/GT

BASE PRICE - $/ST

EivlC CFFER QUANTITY -ST

LESS EMC COST
1. REMELTING COSTS

A. COST OF REMELTING
B. MN UNITS TO UPGRADE FROM 75.19% to 79.5%
C. FIXED EXPENSE

SUB-TOTAL REMELTING COST

7-.

~,

4.

5.

6.

CRUSHING AND SIZING FOR CUSTOMER SHIPMENTS

UNDERSIZE WRITEDOWN OF 15?6

DISTRIBUTION COST TO CUSTOMER

MARKETING FEE @ o.oyo

CROFIT @ 4.0?6

SUB-TOTAL METALLURGICAL PROCESSING DISCOUNT

7 OUTLOADING AT DEPOT

d. FREIGHT TO MARIEITA

9. CRUSHING AND SIZING OF DLA MATERIAL

SUB-TOTAL --

TOTAL DEDUCTIONS

EMC OFFER PRICE TO DIA - SST

527.31

470.81

155,000

32.44
25.52
15.18

73.14 (D)

24.50 (E)

23.81 (F)

24.14 (G)

00.00 (H’)

18.83 (I)

164.42

3.17 (A)

25.99 (B]

22.91 (Q

52,08

216.50

254,31

REFERENCS
ATTACHED
BAR CHART
(DLA HC FeMn
Pricing
Formulation)

ELKEM -- MARIETTA

.
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~ Elkem

1996 Elkem - Marietta: CAPITAL INVESTMENTS $(000)

Completion of Capacity/Life Extension of Fluid Waste Retention Dam

HCFeCr Milling

Transformers

Wasteline for Fluids

Furnace Computerization

Bolometers #12

Emissions Monitoring Equipment

Venturi Scrubber #18

#18 Auxiliary Equipment & Shell Cooling Equipment

Crane replacement #18

Parts Storage Facility

Rodding Machine for HC Ferromanganese production

on #12 Furnace

Sub-Total

ON-GOING PROJECT EXPENDITURES (Cost-to-date)

Pilot Plant Research
Furnace water cooler # 12
Palletizing Equipment

Regulating Transformer

Furnace design Improvement

Sub-total

Total Capital & Non-Capital Investments

$7
407

52

140

35

70

30

145

180

180

41

83
--------------

1,370

198

177
347

2

25
--------------

749

$2,119
I

ELKEM METALS COMPANY P.O. BOX 299; MARIETTA, OHlO 45750-0299

Telephone: (614) 374-1000 ● Telecopier (614) 374.1386
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October 30, 1996

THEORIGINALRECYCLERS

Mr. Richard V. Meyers, Co-Chair
Stockpile Market Impact Committee
Office of Strategic Industries and Economic Security
Room 3876, US Department of Commerce
14th & Constitution Aves. NW
Washington, DC 20230

Dear Mr. Meyers:

The Institute of Scrap Recycling Industries (lSRI) is pleased to have the opportunity to
offer its comments on the Department’s notice of proposed disposal of excess commodities,
published in the Federal Register on October 2, 1996. ISRI is a national trade association
representing 1500 member companies, at over 5000 recycling locations. ISRI members
process, broker and consume secondary metals, paper, plastic, textiles, rubber and glass.
They divert from disposal over 90 million tons of these materials each year and return them to
the economic mainstream.

Of particular concern to ISRI is the proposed sale from the National Defense Stockpile of
6,000,000 pounds (2679 metric tons) of cobalt in fiscal year 1997. ISRI recognizes the
changing needs of government with the end of the Cold War and acknowledges the monetary
benefit that the US Government would enjoy from the sale of this material. However, with total
US consumption of cobalt running at about 6000 metric tons per year, a sale of this size in one
year would represent close to half of that consumption. The Cobalt Development Institute
projects a minimum increase of cobalt production, worldwide, of 280/0 in 1996. Sales of 6 million
pounds, a 50°/0 increase over last years sales, will have a significant adverse effect on cobalt
prices. That effect would be especially hard felt by small secondary cobalt recyclers, such as
ISRI represents, because they have very few resources to rebound from a severe market
distodion.

The Congress clearly had such market turbulence in mind when it restricted Stockpile
acquisitions and disposal practices to those which, “avoid undue disruption of the usual
markets of producers, processors, and consumers of such materials”, 50 USCA 98e (b)(2j.
Under these circumstances, ISRI requests that the Department reconsider the size of its
proposed cobalt sale for FY1 997 in light of its statutory obligations.

ISRI would be pleased to discuss this matter with you further at your convience.

Sincerely yours,

I’-Lw.Aim.,
cc. Mr. John Richards,
DAS, Strategic Industries

Herschel Cutler

and Economic Security
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FM ANEMBASSY KINGSTON
TO SECSTATE UASHDC 31~

UNCLAS KINGSTON 005716

FOR RICHARD UATKINS. EE/ESC 3529

E.O. 12958: NIA
TAGS: EIIIIN, ETRO, JM
SUBJECT: NATIONAL DEFENSE STOCKPILE DISPOSALS

REF: STATE 213781

1. ON OCTOBER 16, 1996, EHEASSY KINGSTON SENT A
LETTER TO ANBASSAOOR PAUL ROBOTHAJf, OIRECTOR OF THE
cARIBBEAu ANo 7HE AklERlcAs DEPARTMENT AT THE .jWIcAN
MINISTRY Of FOREIGN AFFAIRS AND FOREIGN TRADE. THE
LETTER CONTAINED TtlE TEXT OF THE PRESS RELEASE FR~
THE CCUMERCE/STATE JOINT COMMITTEE REGARD!NG THE
POTENTIAL HARKET IMPACT OF PROPOSEO STOCKPILE MATERIAL
SALES (REFTEL).

2. ON OCTOBER 31, 1996, DENNIS E. MORRISON, SENIOR
DIRECTOR OF ECOMOHICS AND PROJECTS AT THE JAMAICA
BAUXITE INSTITUTE RESPONOED UITH THIS LETTER.

BEGIN TEXT:

OEAR SIR,

I At4 URITING TO ACKNOWLEDGE RECEIPT OF YOUR LETTER OF
16TH OCTOBER, REQUESTING (WJI CCM4ENTS ON THE JOINT

STATEMENT BY THE !1.S. DEPARTMENTSOF COMMERCEAND
STATE OH THE PROP ISEO STOCKPILE MATERIAL SALES. UE
HAvE NOTED THAT 51Jo, ooo TONNES OF JANAI12N AND

SURINAHESE BAUXITE IS TO BE OISPOSED OF UHICH
REPRESENTS LESS TtiAN 1 PERCENT OF ANNUAL WRLD
PRODUCTION AT PRESENT. ON THIS BASIS, UE DO NOT
ANTICIPATE THAT THESE SALES UILL BE DISRUPTIVE OF THE

HARKET UHICH IS BASICALLY IN BALANCE AT THIS TIME.
FURTHERMORE, UE EXPECT THAT THE MATERIAL UILL NOT BE
CONSUHEO IN THE SHORT TERH AS UAS THE CASE UITH THE
AWNTS OISPOSED OF IN THE EARLIER SALES IN 1993 BUT
PERHAPS UILL BE USED TO BCOST INVENTORIES TO TAKE CARE
of ANY P0SSIL3LE DIsRupT10N5 IN SUPPLY.

IN THE CASE OF THE ALUNINIUM SALES, YW SHCXJLOBE

AUARE THAT THE kARKET 1S PRESENTLY IN AN OVERSUPPLY
SITUATION WITH INVENTORIES RISING SINCE LATE 1995.
UITH UORLO PRODUCTION INCREASING IN THE AFTERNATH OF
THE EXPIRATION OF THE 1994 HWR.ANDUn OF UNOERSTANOf Nt

(IWL!) OU OUTPUT RESTRAINTS ANO DENAND 8EING SLUGGISH
ESPECIALLY IN NEsTERN EuRopE ANO JApJtN, MRKET
CONDITIONS ARE NOL UEAK AND PRICES HAVE FALLEN SHARPLY
IN 1996. THls pATTERN 1s EXPECTEO To coxTINuc FoR THE
REST OF 1%% INTO EARLY 1997 AND WILL BE REINFORCED BY
THE CONTINUING HIGH LEVEL OF EXPORTS FRON THE FORMER

UNCLASS1 F I ED
1
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UNCLASSI FIEO

Printed By: Richard G. Uatkins (ICD)

SOVIET UN1ON, THE SALES OF ALUMINIUM FRCM THE U.S.
STOCKPlLES UILL THEREFORE ADD TO THE OVERSUPPLY EVEN
IN A MARGINAL SENSE.

OF CCWRSE, THE WEAKENING OF ALUMINIUM PRIcES DIRECTLY
AFFECTS THE EARNINGS OF THE LOCAL BAUXITE-ALUMINA
SECTOR AS GOVERNMENT REVENUES ARE CLOSELY L 1NKED TO
THE PRICE Of ALUHINIUM. THIS IS BY UAY OF THE BAUXITE
LEVY UHICH 1S JNDEXED TO 14ETAL PRICES AS UELL AS
ALU!! I NA PRICES UHICH ARE ALSO INCREAS1 NGLY INDEXED TO
METAL . ALUM1NA PRICES HAVE A DlRECT IMPACT ON 1NCORE
TAXZS DERIVED FRCM THE PROFlTS UADE BY THE LOCAL
ALUMINA CONPANIES AND ON THE PRO?17S OF GOVERNMENT-
OUNEO COMPAUI ES .
THESE CWMENTS ARE SUBH1TTEO FOR THE CONSIDERATION CF
THE RELEVANT U.S. AUTHORITIES AND UE HOPE Y(XI MILL
FIND THEM USEFUL .

EB/ERF~ICD @Joo3/oo3

END TEXT .
CWPER

UNCLASSIFIED
2
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The Honorable Warren Christoph#
Secrefi=y of State

:.,“~

of the United Stat= of Anerica ~~
The U.S. Department of state ,-,:,

Washington, DC w

Dear Seeretary of State,
,_.. .
..

Allow rne to draw your attention to the problem on successful resol@on
of which the economic prosperity of Qzalcstan and that of the entire world
market of ferrochrome is dependent.

As we were informed, the US Govemment~s Defence Logistics Agency

(DIA) h LS carried a solicitation to sell more than s~, 000 tons per yt:ar of
.._ ferrochro me on the world markets, bcgiming with 31 st July 1996.

Ta :ing into account that Kar&tan is among major supph~~s of
ferrochromein the world and this is one of its important export items2 the
uncoordinated move in this sphere might bring instabilityy in the world pri xs on
this prod ,Lct. “ -

Moreover, this would ‘haveveryseriousconsequencesfortheeconomy
and industrialbase of Kazakstan.Our concernisbased on understandingthat
today not solely the economic, but aIso business reliability of the country is

imperiIed, and its reputation among investors is under the threat.
Through its successful privatisation programme - sfiongly encouraged by

the incernati onal financial institutio~ - the Government of Kazakstan has
secured millions of dollars of private investment for revitalizing this key
indusmi al sector. This has been accompanied by steady progress Iow.ards the

liberalisation of our national economy. ~ow the DLA ferrochrome sale threatens
to disrupt the market, push already depressed prices loweT, and undo the hard
work the Government has put into the modernisation of our country% economy.
Coming on top of the punitive antidumping duties on Kazakstan femosilicon -
which has effectively barred imports into the USA - you will appreciate my close
interest in the disruptive. consequences for Kazidcstan of this US decision.

V.re would therefore like to call upon you to undertake a ve~ urgent
review of the DLA’s trm~e~declsion,so as to remove or mitigate the negative

&&
effects” which such a mo~~~, ,% ~ .,.ejon the,intemational market in ferrochrome.

The Honorable ~z~,, ~#L”;,$t$tel we in Kazakstan highly value a strong
suppurt of the USA in i%tt@&&5riI*tid sovereign development of our country
and invariably count on your under-standing and assistance,--

,.

00U.98
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Allow me to expressa hope that this problcm would find its solution to
the mutual satisfaction of both sides.

I am copying this letter to President Clinton and to Llefence S.&retary
Pcl-ry. - &

Thanking you for your understanding in this matter and looking forward
to your car!y reply.

,.-.....
:i”r,.
_c.
.-

Yours,

copies -

.A

J

!-i

Akezhan . .!... .

Prirne-Nfinister of the Republic of Kazak.ifan
...
-..,

Almaty’
.:,

/ku&.lSt 03, 1996 .-.
.-

..

President Clinton
Defence Secretary Perry
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rOcyna~~en~oMyCeqeTap~

cOeflMHeWH~TaTOB~MepHKH ‘:
r-iiy YoppeHy Kpmrro*epy ,%
rOCy~pCTHeHHbIfi Mel”l+ITWeHT c~i%

,,-

r.klHHH~OH .,

j ,j. .

yBax;aeMblti rOCnOZHH rOcyZtapc~eHHbIfi ~e~-pb,

rlW3BWIbTC lTPHBJIeYbBame BHHMaHHe K npo6neMe,OT PCIUCHJ4SI K0T@30ti
3aBHCHTHe TO.ZhKO 3KoHoWmecKoe 6narononywe Ka3axcTaHa,HO H ,MHpoBoro
PbXHKa@3pp0XpOMa B LleJIOM.

~aK HaM CTWXO H3E3eCTH0,~JX3BHT~~~HHOe OGOpOHHOe ~rW+T~TBO
no rexHzme rIepeB030KH cHa6XeHtifiBbm.mo c rIpelUIoX(eI-IHeM,HaWiHa-s,Cg1
HmJM I9% ram, nOc-raBmm_%mKerO~o Ha MHpoBb[ephrHxai60-nee~eM 50’000
TOHH @eppoxpoMa.

yWilblBZUl, %ITO l(a.3aXCTaH J3XWWT B q~CJIO KpyflHbIx l_IOCTaBILIIIKOB

(#)qpOXpOMa B Mkipe PiOH COCTaBJIX~ OAHY ki3BaXfHbIX CTaTefi WO 3KCX10pTa,

HeCOETa.COBaHHbIti war B 3TOii Cl#lepC MOIKCT IIpkiBeCTEIK l_IO%BfieHklIO

HeCTa6W’lbIIOCTH MEipOBbIX UeH Ha 3TOTBHA I_IpoWUHH,

I<po~e ‘roro,” OH 6yzier Fii%l=b BeCbMa Ct3pbe3HLI~ HeraT~HbIC

170C.TeACTBkW AJI..fI3KOHOMMX14 K33aXCTaHa H erO ~~MhIWJTeHHOti 6a.3bl Hama
Wa60qeHHOCTb OCHOBaHaHa TOM, EITO CerOAIIX l10CTa13JICHal_IO~~03~ He

TOJIbXO 3KOHoMH~eCXa9, HO H Ae~OEa~ COCTOX1’CJIbHO- PecrIy6umu, ee

aBTop~lTa nepea m-mecropalm. YCHCI.UHOC 0Cy14eCTBJIeHJIe llpOl=JXIMMbi

I_’IpPiBaTM3aUkiH,KoTop- 6b~a aKTHBHo IIOmepXaHa Me~HapOZtHbIMki

@IHaHcQBbIMH HHCTHTY=MZ no3Bo~o ~P-ITe~b-Y K~~cTaHa ~p~~e~~
,M~OHbI JtOJTJTapC)B%M.XHbLXHHBe_UMfi ~ Bo3po=eHM 3TOroxHqeB~r~
zum lTpOMbHIIZeHHOCTH Ka3aXcTaHa ceKToPa ~KoHoMmM. =oT Woqecc
COllPOB(3XJ&JlCX Hf2y’KJIOHHbIM nponaHxeHneM Pecny6nmcH no
.TIH6epa.mn amm

nyml
ero Haq140H_HOii 3KOHOMHKH. Terfepb Xe npozaxca

@epPoxpoMa 060po~,@@%eHTCTBoM q03Hi pa3pyIllCHMCMcnoxmBwerocx
pbIHKa, QWILIieih.I.IHM~$~. ““_~,6e3 Toro we HM3KHX~eH Ha 3-I-Ynpo~KUMw
H CBOJU4T HEi HC’T I@@J&&I&~@ :_@OTy, ~POAeJIaHH~ r~PaBHTG~CTBoM
C~aHbl 110 h40XePHH3aU~ 3K0H6MHKH. Ec.m A06ZWiTb K 3TOMY BBeneHHbIe

CLLIA aHTkIDeMnMHrOB bIe CaHKLIkiki B OTHOKIeHHM m3axc-raHcIcoro
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------ @qpOCHJI?IUW, ~TO nOJIHO=’bW 3aKphIJ10CrO kiNil_IOpTHa aM~kZKaHCKkifi pbIHOK,

TO BaM CTaI-X=nOHXTHanpHWHa Moero CTOJTb3aHHTepecoBaHHoro BHMMaH1451K
pa3pyIIIE1T~IibIM I’IOCIIeXCTBW?Mm51 ~MaXCTaIia AaHHOrO peLUeHkUI. ‘“

~bl npH3bIBaeM Bac B CpoWIOM nOpSl~e HepeCMOT’peTb p@iIeHHe 73

0THOIlleHki14 TOprOBhIX Oll~al [~fi 060pomoro ~e~Tc=a c TeM””/,~TO~bl
yCTpaH14Tb H.71’lfoaa6~xm TO IieraTHBHOe B03AefimBHC, KOTOpOC 0,~ M02K~
Bb13DZLTb Ha MeXAYHapO13HOM pbIHKe @eppo~oMa- ,—

rOCIIOmH rOCy~3p=13eHHbIfi ckKpeTapb, MbL B CTJ?aHe BbICOKO UeHHM Ty

OI_pOMI-Ip nOMA~pmy, KQTOPP oK~bJB~T cm ~ ~~e ~e3aBHcfiMoro ~~

cy~epeHHoro craHo13JIeHkuJK~axcraHa M HW13M eHxio pacc~MThlBae~ .Ha Bame
nommawe H comeiicrme.

~.,>

Pa3peumTe Bb~XHTb ~awxw, ~TO ~aHHW ~06JIeMa Hai@fl cBoe

pa3peILIeHHe K 06010~OMy yAOB~~OpCHW 06eHx cTOpOH.
,-
,..

~ HalTf)aBJUIZOKOnklJi JfflHHO~O IIkiCbMa TTpe3kiaeHTy FLwiETotiy H

MkiI;Hc~y 060pOHbl ~eppH. ---

CnacH60 Sa Baue rxomzMaHne H c ~=eprxemeM oxmmuo Bawerw cxoporo

‘AxexaH KaxWenb~H
+

~peMbep-MkiHllcTp Pecny6mrm KmaxcTfiH
r.Amwiam 03 am’y~ 1996r.

Icom’ill - I_lpe3kmeHTy lGIIHTOHY

MHHWTpy 060poHy fIeppu
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TURKISH EMBASSY
WASHINGTON, DC

November 6, 1996

Mr. Richard Meyers
Department of Commerce
14th & Constitution Avenue
BXA/OIRA, Room H3876
Washington, DC 20230

It has come to my-attention that the Market Impact (;ommittee
is deliberating the Government Stockpile Plan for ‘:he next
fiscal year, and among the items under consideration art! 250,000
tons of metallurgical chrome ore and 50,000 tons of ferro
chrome. We are also aware that the chrome industry has been
facing extreme problems during the last six months. With the
current worldwide chrome ore and ferro chrome markets generally
weak and price depressed, I believe the proposed stockpile sales
are not timely and will further weaken the industry.

Therefore, I respectfully sucwv=t that the Market Impact
Committee reconside; the i;sue ‘in light of the
effects that will result for several developing
including Turkey.

detrimental
econamies,

Sincerely,

L-+-” LNuzhe Kandemir /’
9Amb sador ,/.



EMBASSY OF PERU
1700 Maw.achugccs/ivc,. N,W.

Washingto~ PC., 20036
Phone:(202) 833-9860- Fax:(202) 65Y-11124

To

Mr. Richard V. Meyers.

Office of Strategic Industries
and Economic Security, U.S.
Department of Commerce
Fax Number: (202)482-5650,

From

Alfredo J. Valencia, Minister

Counselor (Economic)

Data : 11/12196

Pages: 04 (inc/uding this cover)

I am pleased to transmit to you, herewith, the comments of Peru concerning

matsrials disposal from the National Defense Stockpile for FY 1998 Annual
Matarials Plan.

It is our earnest hope that you will kindly consider such comments.

Sincerely yours,

+“=
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Comments of the Embassy of Peru to the National Defense Stockpile
Market Impact Committee concerning materials disposals from the
Natiorml Defense Stockpile under the Fiscal Year 1998 Annual
Materials Plan.

Since the beginningofitshistory,PenJ has been prominently

involved with the extraction of minerals.

Thanks to the Andean highlands topography and the

country’s geology, there is a great variety and abundance of minerals

such as silver, copper, zinc, lead, iron and gold; also” antimony, indiurn,

vanadium, selenium, tellurium, arsenic, bismuth, cadmium, tin,

tungsten, molybdenum ctc. Although Peru has only been partially

explored, there is strong evidence in favor of new and significant

discoveries. To put our interests in perspective, Pem is the worl(i’s third

producer of silver, fifth of zinc, sixth of lead, seventh of copper and.-

twi ~lfth of gold.

In the country’s mining history Peruvian workers,

technicians and professionals have always stood out for their skill and

dexteri&. Peru counts with a valuable and highly qualified labor force

that has contributed to the successful development of the mining sector.

Peru, today, offers attractive investment possibilities in line

with an economic policy acknowledged to be one of the most liberal in

the world. Important and positive changes have taken place in the

country since 1990.

Notwithstanding the above, Peru remains very sensitive to

a_rtificiaI interventions in the market such as the negative impact which

stockpile disposals have in the economy of the country and in the other

mineral producing and exporting nations.

ZO. d PZT8 6S9 ZEIZ



Why are we concerned about the stockpile disposals?

The importance of mining in Peru’s economy continues to

grow, minerals make up a very significance percentage of Peruvian

exports -more than 50°/0- and prices for metallic minerals continue at low

levels and more so if we compare them with the ever increasing prices of

the imports needed by the mining industry, If you add these things

together it will be realized why the stockpile looks very significant to us.

There are other factors at play, prices are weak in general

and in the case of zinc, exports from Eastern Europe and China make it

impossible for prices to recover to acceptable levels.

With respect to Peruvian lead, it is a fact that very few mines

in the world produce exclusively lead. Lead production is nearly always a

“-secondary product associated with zinc mineralizations and/or

historically more important silver contents. These lead production tends

to trend with zinc output or when bolstered by high silver prices, Since

Peru is an outstanding zinc and silver producer, the associated

production of lead is also high,

The international nature of the minerals markets, and the

state which many of those markets are in, mean that stockpile disposals

can have a tremendous effect on producers, not just internationally but

also in the United States.

Peru appreciates very much the opportunity to express our

views On the effect of stockpile disposal to the stockpile administrators

and the Market Impact Committee. We trust that the Committee will

take the right steps to minimize the adverse market impact of such

disposals and market distortion avoided as far as possible.

The stockpile administrators, we hope, will give due

consideration to the industry’s concern. Each material’s market has its

2
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own problems which needs to be looked as carefully as possible in

assessing the capaci~ of each market to absorb released material.

The stockpile’s administrator’s interests startsfrom the

desire to dispose of the maximum possiblevolume of material, The

interest of producers and exporters start from an opposite perspective:

how to maintain a healthy market for theirproducts, Exporting

countriessuch as Peru clearlyhave a lotincommon with United States

producers of materials in the stockpile.

Concerning the disposal of the above mentioned materials

the Embassy of Peru respectfully suggeststheneed tohold frequentand

meaningful consultations with the interesting parties on all ma~ters

related to the stockpile. Othenvise the defense logistic agency

announcement of disposals will have no other relevant meaning than

that of plain notifications of impending release,

VO”d t’ZT8 6S9 ZOZ
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November 15, 1996

I?O.BOX 10308
~HTENdoRf, 1A 52722 U.S.A.

s?: (>19)355-2722
FAX:(319) 359-7984

TELEX: 6732325 Sovmiru–UW

Mr. Richard V. Meyers
Co–chair
National Defense Stockpile Market Impact Committee
Office of Strategic Industries and Economic Security
Room 3876
U.S. Department of Commerce
14th & Constitution Ave., N.W.
Washington, DC 20230

Re: Disposal of Cobalt

Ref: Comment of Sovereign Recycling International
dated Oct. 30, 1996 (Docket No. MIC98–10)

Dear Mr. Meyers:

Sovereign Recycling International would like to supplement
its previous comments on cobalt sales with one additional point. I
understand from public remarks of the Stockpile Director, Mr.
Connelly, that, if less than all of the cobalt offered for sale during
the year is actually sold when initially offered, the unsold amounts
are (or could be) added to the final sale of the year. This could
easily result in an unusually large sale at a given time.

Such a policy would adversely affect the return the
Stockpile receives on its sales, and would have an undue disruptive
effect on the market. There are two reasons. First, the mere fact
that the quantity offered at a given time is large will tend to
depress the price. As noted in Sovereign’s previous comments, the
amount the Stockpile already proposes to sell in monthly or bimonthly
allotments is already too large, without an expanded allotment at
year’s end. Second, if the market is told that any unsold amount will
merely be added to a later allotment in the year, buyers have added
reasons to wait (or to bid higher than they otherwise would during the
year) . They will expect that they will have a second chance to bid
on the same allotment, that the price will be depressed, and that the
Stockpile will feel a greater need to dispose of stocks at the end of
the year if it has not met its monthly targets.

Therefore, it would be more prudent to have a general policy
of not carrying unsold quantities forward from sale to sale or from
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Mr. Richard V. Meyers
November 15, 1996

Page 2

year to year, and to make that policy public. This would not have any
adverse impact on Stockpile management. It would affect only the
timing of sales, and would not hinder the Stockpile from disposing of
the entire amount of cobalt authorized for disposal within the 10–year
period that Congress established or in meeting its mandate.

Sincerely,

Steven J. Strulowitz
President


